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IXTRODUCTIOX 


BV THE CO^rMrrTEE OXyRECENT ECX'NO>riC CHAXGE5 

Priced and price relationsaipj: almost completely dominate 
the econoraic life of tlie nation.- Fundamental to human 
\vel£are as are the acririties of production, distribution and 
consumption of goods, it is prices as a medium of control 
which, in tiieir ceaseless dianges and readjustments, stimu- 
late or retard the very processes by which oirr industrial and 
commerciad life is carried on. and govern the direction of 
human effort. 

Yet not until recent years ha^'e economists amd the busi- 
ness commtuiitv fnliv realized the basic imnortance of the 
• < £ 

role played by prices, or clearly sensed the necessity of study- 
ing their beliavior .and influence in the cyclical course of 
our economic progress. 

In 1027 Dr. Frederick C. Mills made an important con- 
tribution totvard an hndexstanding of the nature and func- 
tion of prices in a volume etitided Thcr Bt'hinior of Prices, 
published by the National Biu'eau of Economic Research. 
In 1032 he made a furtlter contribution in a second work 
entitled Rece;:: Ecor.oirJc Tendencies, published in coopera- 
tion rcith the Committee on Recent Economic Changes. In 
the preseirt volume, also sponsored by this Committee. Dr. 
Mills has rounded out this study of prices by canning it 
throngli tlie recent period of recession and reriml. 

These three tcorks,. covering the relationship and move- 
ment of prices since tlte beginning of the century, represent 
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a monumental undertaking in economic research in which 
the Committee has been happy to participate. They form 
an objective exploration into the realm of prices and their 
nature and influence, by an economist aloof from the pres- 
sure and the prejudices of business or politics; and they 
comprise a record that doubtless will serve as source material 
for generations. 

The present volume is of particular significance because 
it is an authentic record of price movements made concur- 
rently during the course of a serious depression and the 
following period of revival. It is a revealing picture of the 
price mechanism as it has been affected by, and in turn has 
affected, the pattern of our economic life during a time of 
great stress. 

For the scientific competency of the study and the char- 
acter of the material presented, together with the interpre- 
tation placed upon it and the conclusions drawn, the 
National Bureau of Economic Research is solely responsible; 
but it is with genuine satisfaction that the Committee on 
Recent Economic Changes joins in presenting so carefully 
prepared and comprehensive a record as this volume repre- 
sents. Herein will be found the complete ‘working papers’ 
on which the author’s inferences and deductions have been 
based, together with an explanation of the statistical method 
used. These afford the reader an opportunity to check or 
challenge for himself the soundness of the interpretations, as 
^vell as the adequacy and acceptability of the data from •^^dlich 
they have been made. 

The great value of the work is that it makes available to 
the producer, the fabricator, the distributor, the consumer, 
Jthe economist, the leaders of labor, and the agencies of 
government, a factual basis for a more intelligent attack on 
the fundamental problem of economic stability. 

It is this aim that has motivated the Committee on Recent 
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Economic Changes in all the studies it has sponsored or in 
■tdiich it has participated, as represented by the nvo-volume 
Recent Economic Cha 7 iges (1929); Planning and Control of 
Public Works (1930); Economic Tendencies in the United 
States (1932); Strategic Factors in Business Cycles (1934); 
Industrial Profits in the United States (1934), and the present 
volume, Prices in Recession and Recovery. 
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nomic experience the Committee has had the generous sup- 
port and encouragement of the Rockefeller Foundation, tlie 
Carnegie Corporation, the Economic Club of Chicago, and 
various socially-minded groups and individuals, i\ 4 iich sup- 
port is here gi'atefully acknon'ledged. 
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FOREWORD 

mary producers, fabricators and consumers during the dis- 
turbed years from 1929 to 1936. Although no rounded survey 
of the situation as a whole is made, something of unity in the 
price history of these various groups is found in tracing the 
incidence of productivity changes in manufacturing indus- 
tries and their relation to changing costs and prices. This 
topic is developed in the final chapter. 

Members of the research staff and of the Board of Di- 
rectors of the National Bureau of Economic Research have 
aided in the preparation of this report -irith suggestive com- 
ments and helpful advice. I am happy to express my thanks. 
To my associates Charles A. Bliss and Solomon Fabricant I 
am particularly indebted for counsel and criticism. And with 
deep appreciation I acknowledge the continuing assistance 
given me by Miss Maude Remey and Miss Mildred Uhrbrock 
in the many tasks connected with the preparation of this 
monograph. 


F. C. M. 
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CHAPTSK. 1 


GENERAL ASPECTS OF RECENT PRICE 
MOVEMENTS 


The plin.ses of biisine^ cycle? to which we apply the terms 
crisis and t'ecession are marked^ characteristically, by a gem 
eral reduction of prices, a shifting of relative ^a.lues and a 
doAvnward readjustinern of a great mass of ct'editor claims. 
The severity of these deflationary pix'cesses mries. of course, 
fi'om cycle to cycle, being affected bv .all the forces at play in 
tlie cyclical fluctuations of business. Tiieir character and con- 
sequences Aury. also, with changes in economic organization. 
'iPith a he.avier bttrden of fixed expenses, rvith a more exten- 
shn debt structure, with a money economy that penetrates 
more deeply into the everyday activities of men. a general 
deflation and the readjustments it entails may be expected to 
place greater strain? upon the economic system. This is not 
to say that the cansal forces, if we could locate them, neces- 
sarily differ from time to time. Diffetent reaction? to these 
forces may be expected because the oig.mization and operat- 
ing characteristics of the system at large have been modtHed 
Avith the p,assage of time. 

For this reason a survey of certain aspects of the most 
recent recession is of special interest. Here Ace may fblloAV the 
process of deflation in a modern industrial economy and the 
movement toAvards readjustment on a neAC operating basis. 
^Vith the single exception of the toeo-st recession. Avhich 
Avas so doselA' tied to the aftermath of Axur as to lose somewhat 
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A\^e are acutely atvare of our dependence upon an elaborate 
system of exchange relationships, a system that has been 
grooving' more complex and delicate trith the passage of time. 

This dependence of physical economic processes upon a 
pricing system is tvell recognized, hut it is perhaps not as 
clearly realized tliat the character and degree of dependence 
vary from time to time, and that the instruments of exchange 
take on new attributes as they develop. Indeed, the severity 
of tlie most recent depression may he attributed in consid- 
erable part to the characteristics of the exchange mechanism 
and to its failure to meet die requirements placed upon it 
by an industrial system that has itself been profoundly modi- 
lied during recent decades. Changing industrial processes on 
the one hand, clianging attributes of the pricing and ex- 
change system on the other— these are tivo of die major 
dynamic elements of economic life today. In combination, 
they have played a leading part in accentuating the severity 
of the second great post- War depression. 

In this study no attempt is made to deal exhaustively with 
all the many-sided monetary and price problems that this 
depression has generated. Since we are interested in the 
general efficiency of our present price system as an instru- 
ment facilitating the physical processes of economic life, ive 
shall seek to define the broad characteristics of the price 
recession and the subsequent recovery in relation to earlier 
experience. But our major concern is irith die changing posi- 
tions of certain important producing groups, and ivith die 
varying fortunes of consumers, under the impact of changes 
in industrial productivity and shifts in die distribution of 
purcliasing poiver. The economic movements of the fifteen 
years preceding the recession of 1929 and die wide fluctua- 
tions of the last seven years have brought important altera- 
tions in the status of different producing groups. A knoivledge 
of these shifts and of die forces diat lie behind them is essen- 
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tial to an understanding of the economic changes of recent 
years d 


Some Factors in the Price Recession of 1929 

The causes of a general price decline are seldom open to 
precise definition. .A general break in prices may be initiated 
by minor and obscure factors, u-hcn the structure of prices is 
iveak. Certain factors contributing to the recent collapse of 
uorld prices may be defined in general terms, but no attempt 
is made to indicate their relative importance, or to set forth 
the exact combination of circumstances that precipitated the 
decline. In this account uc deal in the main with world 
conditions, for tlie price recession in the United States was 
but a phase of a uorld-n'ide decline. 

During the first post-War decade facilities for the produc- 
tion of foodstuffs and major rav,- materials were over-devel- 
oped, lelativcly to the opportunities for sale tlirough e.xisting 
markets at the prices necessary to cover costs and yield 
satisfactor\‘ profits. Resulting price weakness was in part 
concealed, because of the influence of ample credit (which 
facilitated the application of valorization schemes) and of 
heavy foreign lending to raw material producing countries. 
The maintenance of consumer demand in the United States 
through the development of nciv credit instruments and the 
presence of non-recurring elements of income (notably spec- 
ulative profits) sen’cd also to support expenditures and 


1 It is impoi-ihlc, of counc, lo define with precision changes in the relative 
status of different economic groups vrhen pirices alone are compared. Con- 
airrent changes in costs and in volume of outfutt bear dircctlp upon the 
analysis of price movements. In the present study use is made of supple- 
mentary cost and production records, where available, in interpreting price 
changes. But our chief concern is with the inter-relations of prices. Though 
the price record alone is inadequate, it is more comprehensive and more 
accurate ilian any other general record of economic changes. 
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prices prior to 19s 9. Heavy international lending, at rates 
that declined up to 192S, helped to maintain buying 
potver and stimulated the shouldering of excessively hea^"^' 
financial obligations by ra'w material producing countries. 
The clieck to lending to debtor countries, ^rhiclr ^vas first felt 
in 192S, and tlie increased difficulty o^ securing credit, placed 
suclt counti'ies in serious straits. Domestic expenditures irere 
reduced, many valorization schemes had to be abandoned, 
and tlie service of foreign debts became difficult. The forced 
selling in foreigi^ markets of tlie major products of these 
debtor countries (ra^\' materials, primarily) ^reakened tlie 
markets, and prices of important staples fell. 

The usual instruments for the conection of such a sit- 
uation (a correction made in pre-^Var years tlirough the 
gold standard and international credit meclianisms irorking 
under conditions of relatively free trade) irere ineffective, 
pai'tly because of die lack of highly developed financial insti- 
tutions in most debtor countries, pardy because of die faulty 
irorking of die post-'^Var gold standard irhen creditor coun- 
tries irere univilling to receive goods, pardy because of the 
very magnitude of die difficulties involved. 

Reduced buying by debtor counti ies contributed to a drop 
in production and eraplopnent in industrial countries. This 
situation ivas aggirrcated by the reduction of domestic pur- 
cliasing in die United States as speculative profits turned to 
losses iddi die ending of the boom in securides. 

The resuldng curtailment of expenditures for bodi capital 
equipment and consumption goods led to furdier declines 
in prices and production, furdier unemplo}'ment, and further 
reductions of income disbursements. The necessity of reduc- 
ing costs, idiich ivas faced by manufocturing establishments 
as a result of declining sales and the pressure of declining 
prices among important commodity groups, entailed serious 
and cumulative deflation in industrial areas. The vicious 
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The price recession tlins initiated readied a bottom, in 
the United States, in February 1933. ^Vitliin five montlis of 
tliat date die level of ivholesale prices in die United States 
had adi anced 15 per cent; ividiin nrenty-four mondis, 33 per 
cent. The npirard turn ivas sharper and more pronounced 
dian in die usual cydical advance. Rates of gain varied, but 
the stimulus of recoi-ery iras felt on a broad front. For many 
reasons this price adi’ance is of peculiar interest, and die im- 
mediate problems raised by it are of exceptional urgency. 

Price Recessio.v and Recoi'ery; 

Comparative Me.vsuremexts 

The distincdve diaracteristics of die price dedine of 
1929-33 may be best appredated ivhen it is contrasted isdth 
similar moi ements of die past. The dedines dosest to it in 
severity are diose diat occiuTed during die business recessions 
of iS'/g and 1920.® The fall of prices in 1920-22 iras die most 

raoveinenis of 'vrorld prices paralleled die general decline of gold reerves in 
the majority of countries. 

If Uiis relationship is taken to be causal, die argument assumes that the 
increasing gold reserves of die five creditor countries did not furnish ofl- 
setdng stimulation towards higher prices. It is true that domestic conditions 
in these countries -were not conducive to the use of new reserves in credit 
e.vpansion. In considerable degree, then, gold surpluses were inacuve ivhile 
gold deGciendes ivcre active factors, during diis period. But these verv' 
deficiencies, as we have noted, were prob.ably related to disparate world price 
movements. Unequal price movements, reflecung the play of a variety of 
specific forces, helped to create disparides in gold reserves; ivhere such 
reserves were forced lower, credit was contracted and downward pressure 
e.verted on prices. IVhei-e such leserves were aug^mented, surpluses were in 
good part steialircd: they did not exert an upward pressure on domestic and 
international prices, just such a mixture of circular relations in a disorgan- 
ized world economy cliaracterized the cliaotic price situation of 1929-1933. 

Records of changes in wholesale prices during the tliree recessions are 
shown below. In interpieting these movements we must note that the index 
numbers for recent years are more corapiehensive, and that greater weight 
is given to manufactured goods. Since these conditions would be expected to 



10 


PRICES IN RECESSION AND RECOVERY 

severe of tlie tliree declines (wholesale prices fell 45 per 
cent), but the briefest. The storm had passed ivithin ttventy 
montlis. Most prolonged was tliat ivhidi began in 1S73. A 
net decline of 39 per cent in tlie le\ el of ivholesale prices was 
stretched over more than six years. Practically the same net 
fall, 3S per cent, occurred from 1929 to 1933, but it extended 
over forty-three months only. In rapidity of price decline, 
per month, the last recession was betiveen tlie tivo earlier 
ones. 

These changes arc plotted in Figure 1, which reveals 
clearly certain marked differences betiveen diese periods, 
irith respect to the behavior of general prices. Prior to tlie 
beginning of the price decline of 1S73 the price level moved 
upivards slowly. (There were, in fact, tirenty preceding 
months of irregular price advance, following seven years of 
irregular decline.) Before the recession of 1920-21 die price 
level rose sharply. (This rise had continued, with minor in- 
terruptions, more than five years.) Before the current reces- 
sion the price level sagged slightly. (.-V slight declining 
tendenq- had prevailed since 1925.) More striking are die 
differences prevailing forty-three months after the initiation 
of the several recessions. This stage finds the decline of the 
’70’s still in progress. Prices had fallen 20 per cent, but an 
equal fall, extending over two and one-half years, lay ahead. 

make the later indexes more slugjish. the amplitude and intensity of the 
recent decline arc the more significant. 

The index covering the first period is that of Warren and Pearson, Prices 
(tViley, 1933), pp. 10-14. *rhc index of the Bureau of Labor Statistics svas 
used in tracing price movements during the other periods. 
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FIGURE 1 

WHOLESALE PRICES IN THE UNITED STATES DURING THREE 
PERIODS OF RECESSION AND SUBSEQUENT CHANGE 
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Rntio scale 

The drop of 1920-22 had readied its bottom and a steady 
price recovery was in progxess. Already prices had advanced 
7 per cent above their loir point. Forty-three months after 
die beginning of the decline of 1929-33 a bottom had appar- 
endy been reached. The months that folloired ivere to ivit- 
ness a sharp upturn, the nature of which irill concern us in 
subsequent sections. 

These three price drops— the sloir, persistent decline of the 
’70’s, die violent but relatively brief collapse of 1920-22, and 
the steady cumulative pressure of the drop that began in 
1929— illustrate diverse types of price behavior during severe 
economic recessions. The distinctive features of die most 
recent decline reflect, in part, the novel characteristics of die 
preceding expansion. Some of these are discussed in die next 
cliapter. 
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A quick view of the course of recovery during the first 
nine, twelve and ttventy-one months of advance after the 
depression low in each of these phases of recovery will pro- 
vide perspective in judging recent events. Price changes dur- 
ing these periods are shown graphically in Figure 2.' The 
rise that began in iSyc) was the most rapid of the three over 
the first nine months of recovery. A gain of 25 per cent was 
registered, as against iq per cent between February and 
November 1933, and 9 per cent in the first nine months of 
1922. The advance of 1879-81 was sharply curtailed, how- 
ever. During the first twelve months of recovery the most 
recent period has the highest record, with that of 1879-81 
next. If we extend the record to cover twenty-one months 
(up to November 193.1, last period) the advance of 

1933-34 still has a striking lead. A decline, associated iv’ith 
the next cyclical recession, had already terminated the price 
recovery of 1922-23. 

The rapidity of the latest advance is the more striking 
because of the greater scope and sluggishness of the index 
numbers for recent years. When we follow the movements 
of fully comparable measurements, Warren and Pearson’s 
index numbers of the prices of thirty basic commodities, “ the 
contrast is enhanced. In nine months of 1933-34 these prices 
rose 44 per cent, as against advances of 27 and 37 per cent in 


! Following .nrc the corrc.sponding mcasiircmciit.s: 
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FIG URE 2 

AVHOLESALE PRICES IN THE UNITED STATES DURING THREE 
PERIODS OF RECO\'ERY 



periods o£ equal length in 1879-81 and 1922, respectively. 

But it teas not only tlie general fall in prices tliat subjected 
tlie American economy to great stress, during the recent de- 
cline. The marked inequalities of the changes in various 
parts of die price structure added a furdier burden. The 
diameter and magnitude of these inequalities are indicated 
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unifonn patterns. The typical recession is marked by a feis- 
initial declines in tlie prices of the most sensiti\e commodi- 
ties. follo^red closely by a more general and more precipitous 
drop. The entire movement is a relatively concentrated, uni- 
lied downturn, as the price structure reacts to die impact of 
rece.ssion. Price rei'iial is a different process, slower in its 
cumulative spread and more extended in time. The g-enera- 
tion of recovery has not the swiftness of mo\ ement that marks 
the destructive phase of the cycle. Tliese nro phases are rep- 
resented by the upper diagaams in Figure 3 i\'hicli show die 
liming of price recession and revival in wholesale markets 
during the business cycle that ran its course in the LTiiited 
States between 1919 and 192:^. These funiish standards irith 
whicli -we may compare more recent price fluctuations.* 

The movements during the recession of 1929—33 and die 
subsequent reviinl. irhicli are represented by two of the dis- 
tributions shown graphically in Figure 3. constitute a striking 
reversal of customary experience during price recessions and 
revivals. In place of the usual concentrated, compact down- 
turn of prices during recession, stich as occurred in somewhat 
exceptional degree in 1920. we ha\e a far more protracted 
change centering about the July 1929 turning point. Reces- 
sions of individual commodity prices extended over many 
months, instead of being concentrated within a feic months.* 
The reasons for this marked difference in behavior are 
found, in part, in the economic details of the two recessions 
—in the price and quantitv relations among the hundreds of 
individual commodities enteruig into trade. Perhaps more 

•The corresponding nienjurenicnts arc given in Appendix 1 . 
s Comparahlc mcasxiremems ot ihe degree of 'saitter' ni the timing ot price 
declines in the recession of loso-st and in that ot 1920-55 are. respectively, 
5-} and ij.2. {These are the standard deriations of the two distributions 
plotted. The standard detiation of the distribution of average figures repre- 
senting ten phases of recession occuning between 1S92 and 1024 is Sa.) 
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I ■ I C U R E 3 

SHOWING THE DISTRIBUTION OF FRIGE CHANGES OVER TIME, 
IN PERIODS OF RECESSION AND REVIVAL 



The figures on tlic horizontal scilcs measure deviations in months from the 
dates of turns in the -wholesale price index. 


importaiU, hoivevcr, ivcre the diffeicnce.s in the immediate 
backgrounds of the rece.ssions, and their effects upon the 
pricing policies of business men. The 1920 recession followed 
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die sharp 'War-time price rise, a rise diat bore none of die 
aspects of permanence, '^''alnes had not become entrendied 
at die high levels of 1919 and early 1920, nor did heavy 
capital investments at diose le\'els serve to maintain existing 
values. There iras little basis, dien, for resistance to liquida- 
tion, once the forces of recession irere felt. A concentrated, 
fairly brief period of fall was die result. 

The decline in commodity pi'ices diat begtm in 1929 oc- 
curred at the end of a quite different period, marked by 
fairly stable prices and by heavy investment at existing levels. 
Here 'we had strongly entienclied waliies and a corresponding 
reluctance to reduce prices. The more protracted and more 
painful character of die decline diat begun in 1929 is partly 
attributable to this condition. 

The differences between die two periods of rei'ival are not 
so pronounced. Both depart somewhat from experience in 
that price recovery was relatively compact and unified, nddi 
the price movements of individual commodities closely con- 
centrated in time. This i\*as particularly marked in die most 
recent recovery. Up to and including a date four mondis 
after the loiv point in the general index (diat is. up to June 
192,3) approximately 80 per cent of a list of 538 commodides 
had adranced in price. Over similar periods in ten business 
revivals between 1S92 and 1922 about 61 per cent of the 
groups of commodities studied rose in price, on the average. 
In 1935, in place of die sloiv cumulative recovery of die usual 
cyclical revival, ive had the concenti-ated reversal in die direc- 
tion of price movements and the swift transmission of die 
stimulus to change diat usually characterize price recessions. 
This particular recovery of prices was not die usual sloirly- 
germinating movement, but a speedy reaction to a dianged 
economic oudook. 

In odier respects, too. recent price moi'ements were marked 
by disdncdve features. Study of die sequence of change in 
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the prices of individual commodities during a number of 
cyclical revivals reveals evidence of a general pattern to 
which price movements during particular cycles conform in 
greater or less degree.” Moreover, the pattern of price revival 
is not unrelated to the pattern of the preceding recession. 
There is not complete uniformity, of course, but the tendency 
towards a common sequence of price movements is clearly 
apparent in the records of the last forty years. 

■\Vhcn the sequence of price recover}’ in 1933 is compared 
with the standard pattern of revival, a degree of conformity 
less than that usually prevailing is found.’” So, also, the rela- 
tionship between the sequence of recession in the prices of 
individual commodities in 1929 (and the years following) 
and the sequence of recovery in 1933 is distinctly less marked 
than that usually prevailing between recession and succeed- 
ing revival.” The movements of 1933 show few of those 
regularities usually found in the cyclical behavior of com- 
modity prices (regularities seldom of a ver}' high order, it is 
true). It was a price rise stimulated by novel forces and, in 

» Cf. The Behavior of Prices (National Bureau of Economic Rc'carcli, 1927), 
P- JSS- 

10 The coefficient of correlation between measurements defining the sequence 

of price movements in the recovery of 1933-36 and similar measurements 
defining the average sequence of recovery during eleven revivals between 
1892 and 1924 is For earlier rcvisals the coefficient averages about 

-y.50. (The faa that the data of earlier revivals enter into the averages 
that define the standard pattern would tend to make the second of these 
coeffidents higher than the fint, but not by the amount of the difference 
here e.\isting.) 

11 The coeffident of correlation between the liming of price changas during 
the recession of 1929 and the recovery in 1933 is -p.21, for records c.xtcnding 
to November 1932, for recession, and to June 1936 for revival (the number of 
commodities included is 515). The addition of later ob'^ervations for both 
recession and revisal tvould raise this coefficient to a value approximating 
-{-.30. The coeffident of correlation between the average timing of price 
changes during revival and recession for ten complete qxles between 1892 
and 1924 is -{-.72. 
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its detailed manifestations, dififerina: sianificantlv from tlie 
run of cyclical reyirals. 


IXTERXATIOXAL ASPECTS OF PrICE ReCESSIOX 
AXD Price Recovery 

To secure a just conception of die price movements in the 
United States during die last sei en years diei' must be seen 
as phases of a ivorld-iyide change. The sei erity of die second 
postAVar depression and die difficulty of breaking it have 
been due in considerable part to the univei'sality of die 
crisis. No nation, except Soviet Russia, escaped. Industrial 
centei's and colonial areas alike felt die impact of the general 
decline. Here, again, ice find differences in die degree, dura- 
tion and intensity of die declhie and in the desrtee of recoy- 
ery to date. The recoixl of changes in ivholesale prices in 
thirty-two countries is summarized in Table 1.^- Price moye- 
ments in twelve countries (in terms of the various national 
currencies) are portrayed graphically in Figure 4. 

The record of drasdc and universal price decline revealed 
by this survey of die changes in different parts of die world 
has no counterpart in recent economic history. Betireen 
March 192S. marking the high point of prices in Latvia prior 
to the recession proper, and September 1929. ichen New Zea- 
land prices readied their peak before recession, thirty-tiro 
countries felt the crumbling of dieir price foundadons.‘" 
The median decline in iviiolesale prices among the countiies 

'- The index mimbers from which the measurements in this and the follow- 
ing table are derired are not comparable in the details of their composition. 
Significance shonld not be attached, therefore, to small differences between 
the figures given. 

It is not easy to set the precise date at which price recession began in 
each conntry'. becanse price levels were declining throughont the world prior 
to the beginning of this recession. But v.iriations in the timing of the reces- 
sion are probably fairly well indicated by the entries in Table 1. 
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I- ] c u R i: 4 

INDEX NUMBERS OF WHOLESALE PRICES IN TERMS OF NATIONAL 
CURRENCIES, 1929-193G, TWELVE COUNTRIES 



Ratio scale 
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here represented ivas 36 per cent, tlie median duration 54 
montlis. The price drop of 1920-21, irhich started from a 
highly inflated level, i\'as someivhat more severe in ampli- 
tude, but in duration iras far short of the recent drop. 

T A B r. E 1 

PRICE RECESSION IN THIRTY-TWO COUNTRIES, 192S-1936 
A Summary of Changf^ in Index Numbers of AYholesale Prices 

(Piice tnopcntcnts arc here measured in terms of the various national 

currencies.) 


RECESSION 
DATE OF HIGH DEGREE INTENSITY 

iiEFORi; (percent 

RECESSION DATE OF LOU' DURATION (/ICF pcr 

^ 9 -^ (months) cent) month) 


Latvia 

Marcli 

June 

J93T 

75 

-38 

—0.6 

Argentina 

May 

October 

IDS.") 

65 

—15 

—0.2 

Stveden 

May 

•April 

J933 

59 

-31 

—0.6 

Jugoslasaa 

May 

September 

»953 

64 

-44 

-0.9 

Germany 

J«iy 

April 

19.33 

57 

-36 

—0.8 

Norway 

August 

January 

193T 

65 

-24 

—04 

Finland 

August 

September 

1931 

37 

—.00 

—0.7 

Union of South Africa October 

October 

1932 

48 

-28 

-0.7 

Spain 

November 

May 

1933 

54 

-9 

—0.2 

Egypt (Cairo) 

November 

May 

1933 

54 

-50 

-i-3 

Japan 

December 

June 

193= 

42 

— oR 

—1.1 


^ 9-9 






Czediosloinkia 

February 

January 

193-1 

59 

-33 

-0.7 

Denmark 

February 

September 

1931 

31 

-31 

—1.2 

France 

^larcli 

J«iy 

1935 

76 

-51 

-0.9 

Belgium 

Mardi 

Mardi 

1935 

72 

-47 

”0.9 

Chile 

March 

October 

1931 

31 

-29 

—1.1 

F_stonia 

March 

June 

1933 

51 

-36 

-0.9 

United Kingdom 

Jlarch 

April 

1933 

49 

-31 

-0.7 

Hungary 

Mardi 

November 

1933 

36 

-49 

—1.2 

Italy 

Mardi 

July 

1934 

64 

-46 

—1.0 


source: Tlie original index mimbers underlying the present niensnrements 
have been collected by the League ol Nations, Genesn, and published in the 
Monthly Bulletin of Statistics. 

1 The low dates here recorded for Latsia, Nonvay and Austria are those 
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■was o^'er. Summer and autumn carried the storm of price 
recession throughout Europe and into Nortli America and 
die British dominions. Unlike the break of prices in 1920, 
the course of ■^vhicli could be charted as it sirept eastirard 
from Japan, across die Americas, and dience to Europe, 
the decline of 1928—29 folloired no consistent geographical 
padi. Price ■^v^eakness, penetrating the structure of -^rorld 
prices, was apparent in ividely scattered areas before the 
general flood -was released. 

The record of recovery summarized in Table 2 shoirs 
equally diverse beginnings. In only two of die thirty-tiro 
countries here represented did wholesale prices fail to ad- 
vance, in some degree. In three countries price loirs irere 
readied in 1931. and in diree countries in 1932. In sixteen 
countries irholesale price levels touched dieir depression 
loirs in 1933. That year, and notably die quarter extending 
from February to April, was marked by a general upirard 

TABLE 2 

PRICE RECOl'ERY IX THIRTY-TIVO COUNTRIES, 1931-1936 

A Summary or Changes in Inbex Numbers of IVholesale Pricxs 
Since Dates of Depression Lows 

(Price woi'cinciits ore here mensured in terms of the various national 

currencies.) 

revival from low to march 1936 



DATE OF 

DURATION 

DEGREE 

INTENSITY 


depression 

(moti//ts) 

(per 

(per cent 


LOIV 


cent) 

per month ) 


jpjr 




Denmark 

September 

54 

- 7-5 

0.5 

Finland 

September 

54 

15-3 

0.3 

aiile 

October 

53 

155-3 

i.S 






Pern 

April 

47 

17-5 

0.3 

Japan 

June 

45 

30-3 

0.6 

Union of Soutli Africa 

October 


14.S 

0.3 
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TABLE 2 (COnt.) 

PRICE RECOVERY IN THIRTY-TWO COUNTRIES, 1931-1936 

REVIVAL FROM LOIV TO MARCH I936 



DATE OF 

DURATION 

DECRHE 

INTENSITY 


DEFRESSION 

LOW 

(months) 

(per 

cent) 

(percent 
per month) 

New Zealand 

January 

38 

9-1 

0.2 

Australia 

Fcbniary 

37 

11.7 

0.3 

Austria 

February : 

' 37 

1 .2 

.0 

Canada 

February 

37 

<3-8 

04 

United States 

I'cbrunry 

37 

33-1 

0.8 

India (Calnitta) 

March 

3« 

10.8 

«-3 

Germany 

April 

35 

14.2 

04 

Netherlands 

April 

35 

9-9 


Sweden 

April 

155 

12.4 

0-3 

United Kingdom 

April 

35 

12.8 

0-3 

Eg)-pt (Cairo) 

May- 

31 

35 -5 

0.9 

Spain 

May 

31 

7.2 

0.2 

Estonia 

June 

33 

>3-9 

04 

Jugoslavia 

September 30 

16.1 

0.5 

Argentina 

October 

-’9 

1G.2 

0.5 

Hungar)' 

November 28 

r 93 -f 

=9-9 

0.9 

Bulgaria 

January 

26 

9-7 

0.4 

Czechoslovakia 

January 

26 

9-1 

0.3 

Nonsay 

January ~ 

26 

10.1 

04 

Latvia 

June 2 

21 

6.1 

0-3 

Italy 

July 

1935 

>5- 

-7-5 

1.6 

Belgium 

March 

12 

24.6 

1.8 

Switzerland 

March 

1 2 

5-= 

04 

France July 

Dutch East Indies March 

Poland March c 

1 Slightly lower point reached in 

2 Slightly lower point reached in 

3 Slightly lower point reached in 

8 

January 1931. 
September 1931. 
December 1931. 

16.7 

'•9 


•1 October 1932 to April 1936. '"'July 1931 to October 1933. 

oThe last figure available is the lowest to date. 
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Changes fixim 1933 ^93^ hi this difFei'ential rcflected the 

influence of the National Industrial Reaiverv Act and die Agri- 
cultuial Adjustment Act. as ivell as of elements customarily 
present in recovery. The effects of the netr factors upon the 
immediate gixnips concerned, upon the mai'gin bettveen material 
exists and selling prices to amsumers and upon the icorking of 
the price system as a regulatory mechanism have been of par- 
ticular significance during certain stages of recoverv. 

2. Notable among the elements of the price structure are those 
defining the camomic position of primary producei-s. Among 
tliese. fai'inei's stand in a distinctive position in the American 
economy, ivliich annbines the featui-es of an industrial and an 
agricultural cxiuntry. In spite of protective tariff walls faixn 
products am peculiarly exposed to the forces of world competi- 
tion and to changes in world economic conditions. New elements 
were introduced into the farm situation by the enforcement of 
the Agricultural Adjustment Act and the Soil Conservation Act. 
Special problems of other types center about the ivork of other 
primary producers. 

3. Capital goods industries play a crucial part in a modern 
industrial eamomy. .-Vs they lead in expansion, so do they play 
a dominant role in ecxiuomic recessiem and depression. \\*e must 
trace price changes in these industries and the relations of these 
changes to eamomic processes at large. 

4. Finally, and perhaps most lu-gentlv, ^ve are concerned with 
chajiges in the prices of goods ready for sale to final consimiers. 
Prices prerailing at the tennintts of the productive-distributive 
process stand in a position of high strategic importance in the 
"working of the eamomic system. Prices to consumers amdition 
the movement of goods at all earlier stages and help to deter- 
mine the volume of finished goods that may be marketed. Faulty 
relationslrips among these pric'es and the prices of unfinished 
goods mav seriously impede productive actic-ities. 

These four points noted for special attention are by no 
means unrelated. Tlie costs of fabriention and distribution 
tliat are represented by the margin bettveen die prices of 
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ra;'/' and processed goods have an obvious relation to the 
selling prices of finished goods, whether intended for capital 
equipment or human consumption. And the real rewards 
of primar}' producers are conditioned, in part, by the costs 
of fabrication and the prices of finished goods. The economic 
developments of the stormy years from 1914 to 1936 UTOught 
great changes in the fortunes of primary producers, fabri- 
cators and buyers of finished goods. The succeeding chap- 
ters trace some details of these developments. 


Changes in Commodity Prices and in the Purchasing Power of 
Gwen Groups of Producers 

The relation between changes in prices and in the broad 
streams of goods moving from producers to consumers calls for 
special attention. For time differentials in the respon.scs of prices 
to the forces of recession and of revival may appear, at a given 
instant, as disparities— discrepancies that may substantially alter 
tlie volume of goods produced and sold, or their distribuuon 
among consuming groups, or both. Tin's relation is worthy of 
brief demonstration. 

The per unit price of a given commodity multiplied by the 
number of units prorluccd during a stated period yields, of 
course, its total money value. Or, if we are dealing with changes 
in these factors, rather than with absolute magnitudes, a relative 
number {p), defining the change in per unit price over a period, 
multiplied by a relative number {q), defining the change in 
number of units produced, yields a measure {pq) of the change 
in aggregate value of protluci over this period. This measure 
defines changes in monetary values. If interest attaches to changes 
in the aggregate purchasing power of the producers in question 
this measure of relative value must be divided by a measure (P) 
of the average diange, over the same period, in the per unit 
price of the goods to be purchased by these producers. Thus, 
using the symbols suggested, pq/P (the measures all being in 
relative form) defines the change, with reference to any given 



GENERAL ASPECTS ’ 29 

base, in tlie aggi-egate purdiasing po'wer of the producei's of a 
given commodity. The ratio of tliis quantity to q~ the relative 

defining degi'ee of cltange in the amount produced, is 
trliidi reduces to p/P,, tlie ratio of the price of the product to 
the average price of goods to be purdiased (both in relative 
foim). This simple ratio, then, may be taken to define the rela- 
tion between changes in ttro important physical aggregates— the 
aggregate physical retvards (or ptirdiasing potrer) of a given 
group and its aggi-egate physical production or contribution. If 
■we have knowledge concerning dianges in these factors "we mav 
tiace the major shifts in the economic status of various gioups of 
producers and consumers. 

"We should note that shifts in the ratio of the physical produc- 
tion. or the physical retv-ai-ds. of a given group, to the total 
physical output of the economy are not defined by the above 
measurements. To measure such changes of rclath'c status we 
should have an index of Q. the total physical output. 

Odier issues tvith tvhiclt tve shall be concerned in the fol- 
lotcing page-s relate to more general aspects of the working 
of the price system. One of the important external connec- 
tions of the nettvork of inteiTelated values diat constitute die 
price structure is diat defining the value of the monetary 
unit in tenns of gold. (Tliis external bond may, of course, 
run to some commodity or commodities odier than gold.) 
The stimulus to climige may come to die price system 
through this connection, as 'well as from any of the elements 
bound togedier in its intenial structure. 

Glianges in die system of prices arising from the play of 
internal forces may be far reaching. Changed conditions of 
producdon of a rate material that affect its price will be 
reflected, in a free price system, at all stages of the produc- 
tive-distributive i-outes along which that material moves to 
ultimate users. These same dianges tail be reflected in die 
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prices of competitive materials and of all their products, and 
thus will spread, as do ripples in a pond, to all parts of the 
price structure. If the internal force is of major proportions, 
arising from the changed status of a wliole group of pro- 
ducers, the repercussions upon other parts of the price 
s)'stem will be more violent, and the period of readjustment 
will be longer. 

The character of this readjustment and the period neces- 
sar)’ for its attainment will depend upon the closeness of the 
ties that bind the element in which the disturbance origi- 
nates to other parts of the price structure, as well as upon 
the violence of the initial disturbance. In a perfectly free 
and fluid system, in which all parts were free to adjust them- 
selves promptly to changed relations band in an economic 
system in which corresponding physical adjustments could 
be as readily made), these two factors would be, presumably, 
the only ones conditioning the reaction of the system to an 
internal change and affecting the ultimate readjustment. 
Prices, as passive, sensitive indexes of changed economic 
conditions, would transmit the necessary intelligence and 
would promptly readjust themscKes to the new physical re- 
lations resulting from the change. If, however, prices were 
not free, the degree of price inflexibility for the degree of 
tardiness of prices in their response to changes in physical 
conditions, or in other prices) would enter as a third factor 
affecting the duration and the character of the economic read- 
justment. Under these conditions prices would cease to sers'e 
as effective instruments for the transmission of economic 
intelligence. As soon as restraints upon the free movement 
of prices are introduced (restraints arising from monopoly 
power, price-fixing through formal or infoimal agreements 
or public regulation, the inertia of custom, the rigidity 
of debt and other fixed charges, or the like), prices reflect 
these restraints rather than the quantitative conditions of 
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market sxipply and demand. Inflexible prices, tlie market 
representations of tliese restraints, may tints become active, 
positive factors in economic cliange, influencing the phvsical 
processes tvhich in an ideally free system they ■would merely 
mirror. 

The same general considerations applv to a stimulus to 
change developing on the monetary side, a stimulus trans- 
mitted tlirough the bond that ties the price svstem to a gold 
(or otheid standard. A change originating here, arising from 
an alteration in the ralue of the moneta-n.' unit. -sN-onln. under 
conditions of perfect freedom, be communicated directly to 
all parts of die price system. \^It is assumed that a free gold, 
or other, standard prevails, tcitii full contertibility.l All 
prices would change in equal degi'ee. and die relationships 
established on the basis of the netc real ralue of the mone- 
tary unit tcould be die same as those preta.iling under earlier 
conditions. Prices tvould. again, be passive instruments, 
merely I'ec'ording the monetan' change, exerting no direct 
influence upon economic processes proper. But if die price 
system were not free in all its parts, if business conventions, 
monopolistic poivei's. legal i-estrictions. contractual obliga- 
tions. overhead diai-ges and the physical conditions of pro- 
dnction imposed vaning time dift'erentials nj>on prices dur- 
ing die process of i-eadjusnnem to changed monetarv- rallies, 
the primary I'eactions to such a diange tvould be irregular 
and incomplete. Here, again, prices would cease to play a 
passive role. Instead of merely transmitting intelligence con- 
cerning economic dianges on the physical side, prices ■would 
actively affect economic processes. Xew price reladonships 
created by the lagging adjustment to altered monetaiy ■^alues 
would necessarily be reflected in changed relations among 
phraical forces. 

This argument mav be put in si iglitly different form; un- 
der die conditions noted the prices of individual commodi- 



32 


PRICES IN RECESSION AND RECOVERY 

ties respond to the influence of forces other than those 
competitive elements of supply and demand that are assumed 
to be the active factors in price changes in a free price system. 
It is true, of course, that other (non-price) elements always 
lie behind the behavior of prices. Prices themselves cannot 
be in any sense final causes. Prices are the focusing points of 
a complex of market forces and reactions, and price move- 
ments and relations are the net resultants of these forces and 
reactions. Prices may, however, be important intermediate 
factors in a circular relationship. This point has a bearing 
on the preceding reference to free prices. The concept of a 
completely ‘free’ price system is Iiiglily abstract and unreal. 
The condition is one that could never be realized under 
contemporary conditions. Time differentials in price read- 
justments to changing conditions are inherent in any system 
of which we may conceive. Technical conditions of produc- 
tion, habits, debts and other contractual obligations, institu- 
tional factors of many sorts are bound to create such time- 
lags in the responses of prices to forces making for change. 

What is perhaps of chief importance here is that it is pre- 
cisely during a period of rapid and extreme change that 
such normally passive technical and institutional elements 
become active factors in the economic situation. For when 
wide fluctuations occur in the average level of prices, rigid- 
ity in some parts of the price structure tends to prevent 
prompt adaptation of all its elements to the new situation. 
The resulting changes in price relations condition the 
process of physical readjustment. And since the readjustment 
of physical conditions (of consumption, production, trade) 
to sharply modified price relations is likely to be an extended 
and economically painful process, price disparities may con- 
stitute real barriers, in a positive sense, to a prompt restora- 
tion of full economic activity. 
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Circumstances of both types probably played a part in tlie ob- 
serv'ed changes. 

Specific manifestations of price disparity arc difficult to define. 
Innumerable price changes occur from day to day and from 
month to month, and it is impossible to drasv a sharp line be- 
tts-een those that constitute disparities, representing definite 
economic faults, tliose to tvhich adjustment has been readily 
effected and those that actually stimulate activity through the 
opening of nev.- profit opportunities. .As a svorking basis for a 
reviesv of price movements, v.-e may say that prima fade evidence 
of price disparity in a competitive economy is provided by the 
following conditions: 

Rapid and violent alteration of a set of established price 
relations. 

Price changes of considerable magnitude not accompanied 
by corresponding changes in production costs. 

Important clianges in productivity, not accompanied by 
corresponding changes in selling prices. 

A sharp reduction in the volume of production and trade. 

Unemployment of productive factors. 

.A considerable variation over a relatively short period in 
the relations among the incomes of producing groups. 

WTiether the presence of one or more of these conditions, in a 
given situation, is in fact evidence of price disparity must be 
determined, as well as may be, in the light of all the known 
circumstances. 

^Ve may not here explore the implications and consequences 
of price disparities. These v.'ill concern us in the course of the 
detailed discussion in later sections. Shifts of economic advan- 
tage and of purchasing power from group to group, dianges in 
the volume and cliaracter of commodities produced, in tlie 
amount and form of savings and in the direction of investment 
—these may result from, or accompany, inequalities in tlie 
changes occurring among different elements of the price system 
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to 'w'hidi adaptation of tlieir economic elements lias not been ef- 
fected.^® 

In following tlie course of events betis'een 1929 and 
1936 tve shall be concerned tvitli some general problems 
suggested by tlie preceding discussion. A price system operat- 
ing under conditions of partial freedom and partial rigidity, 
composed of elements marked hy diverse modes of beliavior 
and bound tog'etlier by ties of varying degrees of intimacy, 
iras exposed first to a violent recession and tlien to the forces 
of a recovery marked by highly novel elements. Hoir did it 
respond? "iVas its role in the recession tliat of transmitting 
intelligence of clianges on die physical side, or did it play 
an active, positive part in determining die diaracter of 
die recession and die course of die depression? How did 
die system as a "whole, and its cliief elements, respond to die 
stimulus of recovery? Did prices furnish dear guides to 
die economic acti\"ity required under die conditions of de- 
pression and recovery? These questions suggest some of the 
general problems faced in a sim ey of recent price dianges. 

Odier issues arise more direcdy from die program of re- 
coveiy initiated in the United States early in 1933. Reference 
has already been made to die potential influence upon prices 
of the National Industrial Recovery Act and of die various 
industrial codes based on it. The suspension of prodsions 
of die anti-mist acts, die peraiission, in some cases, of price- 
fixing agreements, die recognition of open-price agreements, 
the setting of niiniinum ivage rates and die imdng into 
many codes of provisions that selling prices sliould not be 
loirer dian costs of production, brought important clianges 
in die structure and "svorking of die price system, during die 

ISI ha\e discussed some implications ot price changes in a non-flexible 
economic ss'stem in a paper in the volume, jETcouomfc Essays iu Honor of 
Wesley Clair Mitchell (Columbia University Press, 1935). pp. 577-Si. 
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period of code cnfortemeni. Again, the seuing by lav/ of a 
precise standard to which the tneragc purchasing pou'cr of 
fann products should be re.-)torcd, if possible, introduced 
another and entirely novel factor into the economic situa- 
tion. Of a different oifier v/erc the monetary measures 
adopted by the Administration in the effort to check defla- 
tion, to bring aijotit a general price advance, and to lighten 
the burden of debt', f arried o'.er from an era of higiier prices. 
Here were forces impinging upon the jiricc system from 
v/ithout. mofiif'. hi'a it>. structure and conditioning its v/ork- 
ing. Tiiese also belcmg in the [)icturc of jnicc changes in die 
recent past. 

'l ids introduction is ititencied to (Orovide tiie settitig of the 
present inejuir. . Ciencra! aspects <d' the decline and of the 
recovery to date ha\e been dealt v/itii. .\n attempt lias been 
made to pro\ide persfoec ti'.c bs setting tecent inovcments in 
the United States atrainst mosements at other times and in 
other regions. Finalis. reference has been made to certain 
features of the price structure, ami \aric>us fjuestions have 
becn raised that v/ili rccuiire consideration in later sections. 
\\ e pass now to a brief c cnisidenition of tiic situation prevail- 
ing when the storm cjf ipep v.as loosed. 



CHAPTER II 


THE PRE-RECESSION SITUATION 

A SUMMARY vieA\' of tile economic situation preiTiiling in 
1929 is essential to an understanding of the clianges tliat 
followed so quickly. The shift in the direction and velocity 
of movement ivas so pronounced, in that yeai-. diat it is ivell 
to survei’ the course of pre-recession movements and die 
cliaractex of die pre-recession situation before proceeduig to 
die events of die recession itself.- 

Factors Affecting the Price STRUcrLTiE of 1929 

Conceiving of the price structure as a set of relations pre- 
vailing among die prices of all the commodities and senices 
that enter into economic activity, it is useful to consider die 
system existing in 1929 as die resultant of the folloiving gen- 
eral conditions and forces: 

1. As a fomidation. providing die general framework of 
die 1929 structure. i\ e must note die relations that had been 
built up over a considerable period of gradual change before 
the 'War. The chief influences bearnig upon die price sys- 
tem during this period, which ive may say extended fiom 
1896 to 1914. may be summarized in these terms: 

a. A sloic, secular rise in the price level caused aggregate com- 
modity ralues to increase more rapidly than the volmiie of phys- 
ical production, tended to keep labor and overhead costs doini. 

i A more detailed account of certain tendencies pretriilinj in the L nited 
States prior to the recession of 1920 is gi\'en in Sronar;:c Tc!:c.e-!:r;!rs sr: 
the- Vr.iSed Sidtrs ^National Bureau of Economic Research. 1052). 
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relatively, and contributed to certain o£ the changes in price 
relations noted below. 

b. Raw materials rose more rapidly in price than manufac- 
tured goods. The price differential representing fabricational 
costs ivas steadily narrowed. 

c. The real per unit value of products of American farms, in 
raw state, was steadily enhanced. The average real value (i.e., 
per unit purchasing power) of other commodities declined. 

d. Consumers’ goods (goods in shape for use by final con- 
sumers) and producers’ goods (articles of capital eejuipment and 
goods intended for consumption, after further fabrication) ad- 
vanced in price at substantially equal rates. 

c. After increasing in price during the expansion that cul- 
minated in igoG and 1907, commodities intended for use in the 
construction of capital equipment fell appreciably in relative 
value. 

f. Productivity in manufacturing industries advanced notably. 
Labor costs in manufacturing were reduced, relatively to general 
prices. The real wages of manufacturing labor were barely main- 
tained during this period of industrial expansion. 

2. Superimposed upon the foundation provided by these 
movements were the shifts arising from the revolutionary 
economic changes of 1914-22, a period covering the War and 
the first great post- War recession. Changes in price relations 
during this period were in part of internal origin, reflecting 
the play of non-monetary forces. Perhaps more important, 
however, were alterations due to drastic changes in monetary 
values. These were transmitted with varying degiees of lag 
and in varying intensities to the different elements of the 
price system. 

In summary, we note these movements: 

a. The rapid price advance of 1916-20 and the recession of 
1920-21 brought a sharp reversal of earlier relations between 
the prices of raw materials, particularly industrial raw materials. 
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and manufactured products. I\'ar demands, the exploitation of 
netr temtory, and the stimulation of a rapidly rising price level 
had caused a rapid expansion in tlie output of ratr materials. 
The daecking of 'War-time demand, die inability of ran' material 
producei's to adapt themselves prompdy to the nets' situation, 
and the gi-eater prompmess of mannfactiu'ing producei^ in adapt- 
ing production sdiedules to changed condidons ts'ere factors in 
this I'evei'sal. In igsi rats' material producers throughout the 
ts'orld ts'ei'e in a posiuon of exu'eme price ts'eakness, and manu- 
faciiu'ers in a I'elatively strong price position. 

b. The steady pre-^Val' improvement of the average status of 
farmei's ts'as follots'ed by 'iVai'-dme affluence. Then came abrupt 
dediue in 1920-21 to a posidon lots'ei- dian any that fanuei-s 
had knots'll in a quarter of a ceniiu-t'. 

c. Producers' goods in genei-al ts'ei'e materially cheapened as a 
I'esult of die price sliifts of 1914-21, ts-hile the real per unit value 
of consuniei's' goods ts-as greatly enhanced. But-ing and selling 
prices ts'ere alike favorable to the raaping of profits in die opera- 
don of business entei'prises, ts'hen the advance of 1022 started. 

d. In contrast to this favorable price situadon on the opera dng 
side die costs of capital equipment in general and construedon 
costs in pai'dcular ts'ere high in 1922. 

e. Aldiough emplosineiit fell sharpis' in the recession of 
1920-21, roal ts-age rates tsere substantially advanced as a result 
of die ^Var and inniiediaie posl-^Va^ sliifts. Labor costs, as a 
consequence, n'ere rolatively liigii at the opening of the industrial 
expansion of the nineteen nrendes. 

3. The price structure diat existed in 1922 t\'as subject, 
during eight years, to a neir set of influences. In brief sum- 
iiiary': 

a. The plii'sical vohuue of production increased between 1922 
and 1929 at a rate in excess of diat wliidi prerailed during the 
decade preceding the '^Vorld 'SVar. 

b. The productmty of manufacturing labor increased more 
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Prices of Raw and Processed Goods: Price Position 
OF THE Farmer 

Raiv materials as a class rose in price in tlie United States 
betireai 1922 and 1929,- processed goods declined. Although 
these movements tended to correct die extreme disparides 
created during the 1920-21 recession, they left rair materials 
in an unfavorable position in 1929. in terms of pre-IFar re- 
lations. This is clearly shown by an examination of relevant 
index numbers of ivholesale prices." These measurements 

ip:: ip:p joi^ 1022 1020 

Raw materials 100 106 100 141 

ManviIacUired goods 100 pS 100 155 15s 

indicate that in average per unit irordi, in terms of commodi- 
ties in general at wholesale, raw materials irere in 1929 some 
5 per cent loiver than in 1913. manufactured goods 2 per 
cent liigher. (In deriving diese measurements the index 
numbei-s of wholesale prices given in the table have been 
divided by the coiTesponding index of genei'al commodity 
prices, at wholesale.) In default of accurate and compre- 
hensive records of dianges in production costs ire may not 
appraise diis shift iritli precision. It is knoirn that produc- 
tion costs of many rair materials irere reduced during the 
decade and a half folloiving the beginning of die "War.® 
Some of the technical gains that manufacturing industries 


-Unless otherwise noted, the index numbers presented in this monograph 
have been rompnted by the National Biu'eau of Economic Researclt from 
quotations compiled by the U. S. Burc.au of Labor Statistics. The detailed 
measurements, with notations concerning the number of commodities tepre- 
sented. are given in .-Vppendices III and II’. 

s Important tedmical improvements occurred in the copper, lead. zinc, 
silver and petrolenm industries, and the production of tin and wheat rras 
marked by increasing mechanization. Cf. Raiv iMaterial Prices and Business 
Conditions,. Mehan T. Copeland (Publications of the Graduate School of 
Business .Administration, Har\ard University, Vol. XX. No, 3. May 1933). 
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vegetables, eggs and milk, tvliidi are purchased in their ratv 
form by ultimate consumers. Sudi rate consumers' goods are, 
in general, subject to price-making forces quite different 
from dtose tliat operate among raw materials subject to more 
or less complex processes of fabrication before being readv 
for use, eitlter for purposes of consumption or as instruments 
of furdier production. It is tlie latter group of raw producers' 
goods tliat sliould properly be compared witli manufactured 
commodities, if interest attadies to dianges in tlie manufac- 
turer's price margin. 

Price tendencies pre\ailing among these nro dasses of 
goods during the years preceding the iqao recession are 
shotrn by the accompanying index numbers, ^s'hidi define 

jc::^ jp:p jpjp 1022 ip:p 

Pr« 3 uceis' goods, raw 100 103 100 127 131 

.-tU pioce^ed goods 100 qS ico 155 13s 

dianges in the average ts'holesale prices of broad dasses of 
goods at successsive stages of production.' (They do not re- 
late, tve sltould note, to predsely the same commodities at 
these stages.) The net eff'ect of tlie eight years of expansion 
diat began in die United States after die depression of igsi 
and condnued irithoiit grat e interruption until 1929 -was to 
reduce die relative maighi between die prices paid by manu- 
facturers for their raiv materials and die prices, at idiolesale. 
at whidi processed goods were sold. Raiv producers' goods 
rose slightly in price, manufactured goods declined slighdy 
on the average. If tve neglect questions relating to costs, pro- 
duedvity and changes in degree of fabricadon and in volume 
of output, questions that naturally affect die interpretadon 
of die dianged dift'erendal, "we find an apparent tendeno’ 

'See Appendices for index numbers by \-e3rs, idsb. an explanation 

Oi their deri\nuon. 
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tween 1922 and 1929. No significant change occurred in the 
other two main groups. The measurements on the pre-War 
base give a different picture. The manufacturing differen- 
tial was distinctly wider in 1929 than in 1913 for animal 
products, appreciably greater among mineral products, and 
.slightly greater for farm crops. In the subgroup metals a rise 
of but 28 per cent in the prices of raw materials subject to 
procc-ssing •i\-as accompanied by an advance of 64 per cent 
in the prices of manufactured goods. Our search for groups 
exercising preponderant influence upon the major differen- 
tial leads us, then, to two important commodity groups— 
animal products and metals. In the fabrication of these 
goods, apparently, the advance in costs between 1913 and 
1929 tvas greater than the rise in prices of raw materials, and 
of commodities in general. 

The part played by fabrication costs in the price changes 
of the pre-recession period is strikingly revealed by a series 
of index numbers of price changes among manufaaured 
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goods, classified according to the degree of fabrication 
through v.-hich they have passed.*'^ Group .A is made up of 

*' Total axii rj^ (zhriation, includmz profit.<, are defined by the fijures on 
''.■slue added by rnanufacturc’ in CenTus comptlatiorLi. The percentage rela- 
tion? fahricau'on cCfVji to total ’.ahic of product, upon v.'hich the present 
clasdCcation re;t.', a.'-e ba.«ed upon figures for 1025. This L? true also of the 
figures relating to v.ages and total lalue of prodna, upon svhich the classifi- 
cation in the next table i? based. Some changes occur, of course, from year 
to year but these changes are not such as rnatcrially to affect the present 
ci as? :fi cation,!. 

The price quotations used in corL-tructing these index numbers are those 
compiled by the U. S. Bureau of Labor Statistics. The data used in the 
dzsslEaticn of coramodities are drzvrn from the Cemsus of Vfanu&aures. 
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net (group E), and those for which they make up 25 per 
cent or more of the total value of product (group ¥). In 1922 
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goods in group D stood only 31 per cent higlier in price than 
in 1913; goods in group F stood 87 per cent higher. Here is 
a striking difference. By 1929 the discrepancy had been re- 
duced, but we still find a definite progression: tiiose goods 
for which tvages were a relatively small item in total value 
were lowest in relati\e price, while goods teith relatively 
high labor costs were highest. 

■\Ve have noted, in using index numbers relating to the 
prices of specific classes of goods at different stages of the 
productive-distributive process, that precisely the same com- 
modities arc not necessarily represented at these different 
stages. More exact (though more limited) comparisons are 
possible if we deal with the prices of identical commodities 
at different productive stages. Index numbers derived from 
such prices, which arc given in Appendix V, show conflicting 
movements between 1922 and 1929, in respect of the fabrica- 
tional margin. More significant for the immediate purpose 
are index numbers on the 1913 base. ^Vith only three ex- 
ceptions in the entire list of eighteen groups of related com- 
modities, the relative margins between the prices of primary 
products and of more highly processed goods were distinctly 
wider in 1929 than in 1913. The long-standing pre-^Var 
tendency towards a narrowing of this differential was clearly 
reversed, if we take account of the net change over this 
sixteen-year period. 
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FIGURE 5 

CHANGES IN AA^ERAGE SELLING PRICE, COST OF MATERIALS AND 
ELEMENTS OF FABRICATION COSTS PLUS PROFITS, PER UNIT OF 

PRODUCT, 1914-1929 

Manufacturing Industrif^ of the United States 
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These general niOA'ements are shoivn graphically, in dol- 
lars of constant purdiasing power at -wholesale, in Figxire 5. 
Supporting data appear in Appendix VI. Here, ag-ain, quali- 
tative factors cloud die interpretation of diese results. The 
particular ‘price’ diat is defined by fabrication costs, per unit 
of product, does not relate to a standard and unchanging 
economic good, especially over periods a decade or more in 
length. As for die clianges from 1914 to 1929, a detailed study 
of the record suggests that several important factors con- 
tributed to die notable ividening of die fabricational margin 
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we have observed. Real advances in fabricational costs, in 
excess of the concurrent increases in selling prices, occurred 
among numerous industries turning out standardized prod- 
ucts. There is good evidence (other than tlie statistical data 
here cited) that manufacturing labor and ownership were in 
positions of strategic advantage, after the World War, in 
their relations •ivith producers of raw materials, and that their 
rewards increased correspondingly. But it is also true that 
the degree of fabrication to which materials of manufacture 
u*ere subjected was increasing. In 1929 the actual physical 
contribution of fabricators to the average product of manu- 
facture was gi'eater than in 1914. Refinement and improve- 
ment of fabrication in the making of machine products, 
elaboration of fabrication in the production of food products 
and in their preparation for the market, were characteristic 
of this period. This qualitative change was unquestionably a 
factor in the widening of the fabricational margin tliat was 
so distinctive a feature of the years between 1914 and 1929, 
intensifying the influence of a substantial real rise in the 
price paid for the services of fabricators.^^ 

The fifteen years jirior to the recession of 1929 were 
marked by an exceptionally rapid advance in the output of 
durable goods, both capital equipment and durable con- 
sumers’ goods. The production of durable goods increased 
112 per cent, as compared with increases of 63 per cent for 
semi-durable goods and 7 1 per cent for perishable commodi- 
ties. (Each reference applies to the output of manufactured 
goods. The measurements given are based upon index num- 
bers constructed by the National Bureau of Economic Re- 
search.) Examination of inde.x numbers relating to the va- 

I'l In certain cases in which the degree of monopolistic or semi-monopolistic 
control was increased during this period the widening of the differential 
between material costs and final selling price may be attributed to this 
control, rather than to an increase in fabricational costs proper. 
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rious elements of production cost, for tliese tliree gi'oups of 
manufactured goods, reveals substantial equality in respect of 
changes in material costs, between ipiq and 1929. The diief 
differences appear in the movements of labor costs (up 69 
per cent for semi-dui-able goods. 54 per cent for perishable 
goods and 49 per cent for durable goods) and overhead costs 
plus pixifits (tip 76 per cent for semi-durable goods, 75 per 
cent for durable goods and 66 per cent for perishable goods). 
The very considerable rise in overhead costs plus profits for 
durable and semi-durable goods is notable, tlte more so be- 
cause of the great increase over this period in the volume of 
durable goods produced. Indeed, such charges for durable 
goods had increased no less tlian 13 per cent per unit of 
output during tlie period of rapid industrial expansion be- 
tween 1923 and 1929. Heavier overhead cliarges. in the broad 
sense in ■which that tenn is here used, were an important ele- 
ment in tlie maintenance of a high fabricational margin 
during the postAVar period. 

Pric.es of Capitai. Eqcifmext and Consvmptiox Goods 

In distinguishing beiiveen the prices of goods for capital 
equipment and of articles intended for direct human con- 
sumption or use we are setting off two major fields of eco- 
nomic activity. Processes of investment and of consumption, 
processes relating to the building up of die instrimients of 
production and processes directed to'^cards die satisfacdon of 
immediate human ivants. are conditioned by diese prices. 
Proper coordination of diese tico central types of actiHty is 
essendal to the maintenance of order in our economic life. 

In a comparison of price changes .among these classes of 
connnodides tee should use the prices of finished goods only. 
For onr interest lies note not in the margin i-epresenting 
fabricadonal or distributional costs, but in die reladve costs 
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of capital goods, finished and ready to perform their instru- 
mental role in production, and of commodities ready for 
direct and final consumption. It is these prices of final 
products that are significant in shaping the courses of invest- 
ment and of consumption. But we are faced here by de- 
ficiencies of data. Available quotations on the finished instru- 
ments of production— machinery' and equipment of all sorts 
— are few. As the best approximation to changes in such 
prices we shall follow changes in the prices of processed 
goods intended for use as capital equipment or in the con- 
struction of such equipment. Since we are interested not in 
absolute prices but in price changes, the approximation will 
be reasonably accurate. Price changes among these goods are 
compared, in the accompanying summary’ table, tvith changes 
in the prices of goods ready for use by final consumers and in 
the general level of wholesale prices. 
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Between 1922 and 1929 prices of these two types of goods, 
both representing tenninal stages of the productive-distrib- 
utive process, diverged sometvhat; goods for capital equip- 
ment fell slightly in price, consumers’ goods rose. But over 
the longer stretch of years between 1913 and 1929 the two 
groups moved upward by the same relative amount— 60 per 
cent, as compared with an advance of 48 per cent in the 
general price level. Tlie high 1929 prices of both these 
classes stand in marked contrast to the very low prices of 

IS High prices of capital goods may, of course, be counter-balanced by low 
interest, rates. Moreover, high prospective returns may ouuveigh high airrent 
costs- of construction. These faaors in the problem of investment and of 
capital goods creation are not discussed at this point. 
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those producers’ goods Avhicii are intended for human con- 
sumption, after fabrication. (Tlie average price of sucli 
goods, in 1929, tvas only 29 per cent above die 1913 aver- 
age.) The tride margin betiveen diese unfinished goods and 
goods ready for consumption has been discussed in an earlier 
section.^® Equally striking is die contrast betireen die loiv 
prices paid by producers for goods to be fabricated and die 
high prices paid for goods entering into capital equipment. 
On die operating side price relations irere very favorable 
indeed to nianufacturing profits. But on die invesuiient side 
the situation teas less pleasing. Manufacturers readied die 
end of die prosperous period of die 1920’s iddi a lai'ge vol- 
ume of nett capital equipment, niudi of it coiisn-ucted under 
conditions of excepdonally high cost. The full ireight of 
diis burden i\as not felt ivhile aedvity remained at high 
levels, but after 1929 diese capitalized costs became a major 
factor in die problem of readjustment.^' 


16 The group of consumer's' goods, tire prices of ivhidi are given hei-e, in- 
cludes both raw and processed goods, although it is more hea^ly weighted 
with the latter. These nvo subdix'isions follotved diffei'cnt courses between 
icjss and 1929. Tire one gtxwp of raw materials Urat remained relatively 
high in price during this post-AVar period, and endetl tire pei-iod in a posi- 
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ir Construction costs enter into the production of both capital equipment 
and durable consumers’ goods (residences). In tlie following table the 
Engineering ^^civS'Record's index of construction costs, which includes tvage 
rates of labor engaged in the building industries as well as prices of build- 
ing materials, is contrasted rvith general wholesale prices. Costs of construc- 
tion Aveie high in 1922. some iS per cent above tvholesale prices (on the 1913 
base). During the seven rears following wholesale prices showed no net 
change, but construction costs rose to a level 40 per cent above that of 
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In the existence of a plateau of high prices for goods ready 
for use, v.'hether by final consumers or in an instrumental 
v:zx by producers, v;c have a very significant feature of the 
postAVar decade. Such a condition places obvious difficulties 
in the v/ay of continued movement of goods, in customary 
volume and in customary channels. It involves a transference 
of purchasing pov.er to fabricators, a reduction in the pur- 
chasing pov/er of primary producers and of those ultimate 
users ('consumers and industrial users of equipment) xvho 
do not profit from the enlarged fabricational margin. De- 
ficiencies in the aggregate purchasing pov/er of tliese groups 
may, of course, be temporarily filled if nev/ sources of credit 
/such as consumer credit^ are being tapped, or if other ele- 
ments of income (such as speculative profits) are stvelled. It 
is possible, too, that equilibrium v/iihin the industrial struc- 
ture may be re-attained, in die face of such a price situation, 
after changes in the division of national income and in the 
make-up of the aggregate volume of goods marketed. But a 
condition of the first sort /a filling of the voids in the pur- 
chasing pov/er of adversely affected groups) v/ould seem to be 
necessarily temporary, v/hile a change of the second type (a 
permanent alteration in the division of aggregate purchasing 
pov/er/ v/ould involve very considerable economic and social 
changes, if substantial price shifts v.crc to persist. These con- 
siderations v/ill concern us 'when v/e trace the developments 
of the recession that began in 1929, and of die succeeding 
period of recovery. 


vrho;tt.;!£ prices. Here vra? an in:por:.ant addiu'onal factor contrfb-Jting to 
high capita! ccr’ti and to high cctiU of ccin-umers’ goods. 
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There is an obvious relation between the ^■arions price 
phenomena described in the preceding pages. Reladvelv lotc 
prices of priinaiy products and high prices of mnnnfactured 
goods intended for iinman consumption and for use in cap- 
ital equipment are concomitants of a tvide febricational mar- 
gin. The evidence reviewed indicates that in the United 
States, prior to the recession of 1029. dte margin between the 
prices of rate industrial materials and of manufactured goods 
teas distinctly tvider than in pre-I\'ar years. The statistical 
data shotc that diis condition became pronoimced. for the 
first time, between ipiQ and 1922, aldiongh some relative 
ireakness in laic materials developed between 1917 and 
1919,^'* The gap dien opened between the prices of finished 
goods and of raw materials intended for fabricadon persisted, 
in die main, during die entire decade of the 'twenties. In 
certain indusmal fields the gap rvas nairorced. and, indeed, 
in some fields no such gap existed, but for manufacutring 
industries in geneml the fabricadonal margin diat prevailed 
in 1929 "ims significantly tvider dian before die ^\*ar. 


3 SThe rn^jpr shift betivten jpij and 10; 
index miiabers ct ■wholesale prices: 

PrtNiticets' g-ood?, raw revs iSo 

All processed goods loo ifp 

reninent. also, are data showing the reh 
of materials and in fabrication costs, per 
industries: 

Cost of materials 
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PRICES IN RECESSION AND RECOITRY 
Hie persistence of this margin constitutes one of the most 
striking features of the post-War economic situation. It is 
notable, for one thing, because its e,xistence represents a 
reversal of tendencies that had prevailed in this country' for 
many years prior to the "War. The history of the quarter 
centur}' prior to the "War is a history of a steady cheapening 
of fabricated products in terms of rav; materials, a steady 
reduction in the cost of the services of manufacturing indus- 
tries. The margin is notable, again, because it tvas not solely 
a domestic phenomenon. The post-\Yar world was marked 
by a v.'ide disparity, relatively to pre-'VVar standards, betv.'een 
the prices of raw materials and of manufactured goods. The 
terms of exchange betu'cen raw material producing areas 
(with certain exceptions) and manufacturing areas v.'ere 
altered, by the events of iqtj-aa, to the marked disadvantage 
of the former. There developed, to a degree not equaled in 
modem times, a price schism between rav; material produc- 
ing areas and manufacturing arc-as that materially impeded 
the ordinary’ processes of trade. Some of the economic conse- 
quences and accompaniments of this schism— depleted pur- 
chasing pov/er and a forced draught to production in raw 
material producing areas, reduced volume of trade and 
consequent unemployment in industrial areas, uneconomic 
movements of short- and long-term loans— have been out- 
standing features of the post-War world situation. 

It is desirable that v;c briefly summarize the factors that 
appear to have contributed to the development of this mar- 
gin and to its persistence during the post-^Var decade, in 
direct reversal of earlier tendencies. In doing so we shall be 
speaking primarily of the domestic situation in the United 
States although certain world conditions bear upon it. 

The sharp widening of the fabricational margin occurred 
in the price recession of 1920-21. As factors affecting this 
movement v:e may note the following: 
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a. The iisup-l sensitiveness of ratv material prices to the forces 
of earnomic recession, and the greater stability of the prices of 
finished goods. The reasons for this diSerence are raanv. includ- 
ing tlie inelasticity of demand for manv pximarr products, the 
inability of primary producers to limit supplv in the face of fall- 
ing demand (conuusted tvitli the high degree of control exerted 
over the output of most fabricated products) and the greater im- 
portance of relatively fixed costs in the production of manufac- 
tiued goods. 

b. The accentuation of this sensitiveness of raw material prices 
by an exceptionally iveak position at the end. of the "iVar. A 
forced dratight had been applied during the IVar to the produc- 
tion of rate materials throughout the -world. Indeed, as -vre haie 
already noted, the peak of rare material prices in the United 
States in relation to general prices occurred in 1017. Thereafter 
tlie prices of manufactured goods rose more sharply. This rela- 
tire veahness. appearing prior to the peak of the "iVar-time 
boom, is highly significant. The ending of the 'iVar left large 
stocks on hand, amd the exnansion of oroduction bv the -warring 
conntries, -vrith the end of the fighting, intensified these difi- 
culties. 

c. The cusiomarv lag of -wage rates and o\-erhead charges, at a 
time of price recession. Here, again, the usual tendency' to-wards 
a relative increase in fabricational costs, as a result of this lag. 
-vms accentuated bv the magnitude and. intensity of the general 


price decline. During the preceding adonnee of prices, from 1014 
to 1020. labor sliortage and ^\'ar-time demands had stimulated 
a sharp rise in \mge rates. [Much of tlris gain -teas held during 
the sharp break of prices in 1920 and 1021. 

d. The riolence of the first pc^s^-^Va^ price recession and iis 
brief duration, retativeiv to the magnitude of the change in the 
price level. In 1920-21 the average level oi vnotesale prices 
dropped 45 per cent in twenty P-ionths. This -iivas almost three 


times the intensity ^in rate of decitne per mo' 


ith> of the 1929-55 


decline and four times tlie intensity of uie iS75~TP Ptice drop. 


Lender these conditions a rapid -widening of the margin oetween 
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flexible and inflexible prices %vas inevitable. Time was not given 
for adaptation and adjustment. Subsecjucnt readjustment was, of 
course, to be expected, barring the presence of factors tending 
to perpetuate the conditions that developed during tlie recession. 

World conditions of supply and demand, the customary 
behavior of the prices of different classes of goods, the rela- 
tively strong position of agents of fabrication in 1920-21 
and the intensity of the drop in general prices all contributed 
to the initial widening of the fabricational margin, and to 
the consequent depressing of raw material prices and the 
elevation (relatively) of the prices of finished goods. But the 
emergence of the margin, as a cyclical phenomenon, tvas in 
accord with experience. \Vhat was altogether exceptional was 
the persistence of these conditions during the succeeding 
eight years of economic expansion and of rapidly rising 
productivity in manufacturing industries. ^Vc list below cer- 
tain factors that appear to have played important roles in 
these years; 

a. The continued v;eak position of primary producers. The 
effects of the War-time stimulus to the output of raw materials 
did not pass over night. Large supplies from new sources, com- 
bined v/ith the re-entry of producers in the former combatant 
countries, maintained price v.-cakness among raw materials.^^ 

.Actual cost reductions in the production of certain raw mate- 
rials, a.s a result of gains in productivity, served also to lower 
prices. This v/as a factor of considerable importance in the out- 
put of certain minerals and of some farm products. The post-A\’’ar 
years v.-itnessed considerable improvement in technical methods 
of mineral extraction and of agricultural production. Price de- 
clines reflecting cost reductions do not necessarily involve reduc- 

- 5 - We fhotilfi note. ho-.'.evcT, that for raw materiah in general "the effects 
of v.ar «tcchs and war e:-;pansion . . . had worn off before 1929" (Copeland, 
loc. cit., p, 44). W'e must look, in the main, to other conditions for an ex- 
planation of the persistent post-War margin. 



THE PRE-RECESSION SITUATION 65 

tion of incomes. Ho^wever, sucli cost reductions are never effected 
uniformly, by all producers. Lotvered costs by some, particularly 
by large producers, may cliange the location of the margin of 
production, forcing to the maigin, or beyond it, producers for- 
merly comfortably ■w'ithin it. In sucli an industry as farming, 
■where complete retirement from production is difficult, this con- 
dition may cause real and persistent distress. 

b. The persistence of a price level some 35 per cent belo'w tliat 
of 1920. Had prices moved uptrards again, to the approximate 
pre-recession level, trage costs and overhead costs in manufactur- 
ing industries trould probably have been reduced, relatively, and 
earlier relationships tvith prices in general approximated. The 
customary lag of sucli costs would have contributed to diis read- 
justment. But the gains scored by the agents of fabrication 
during recession •were consolidated, in large part, because of the 
succeeding stability of prices at a level close to that readied in 
the 1921 depression. 

c. The economic strength of indusu-ial labor. The prolonged 
expansion tliat followed the first post-War depression began just 
when immigration resu'iction was curtailing tlie supply of indus- 
trial labor, particularly unskilled labor. Thus tlie bargaining 
position of labor "was strong in diese early years of expansion, and 
diis circumstance contributed to the maintenance of die earher 
gains in real irage rates. Related to diis, but arising from odier 
condidons as tvell, ■were the high living costs and high lii'ing 
standards of industrial labor after the ^\'ar. There are, of course, 
drcular reladons here. Living standards As'ere high, in part, be- 
cause a wide manufacturing differential made it possible for 
high tvages to be paid. But tliei'e is somediing more to it dian 
diis. The high standards gained during the 'W’ar tended to per- 
petuate diemselves. Wage earners, and all odier consuming 
groups, ding tenadously to gains in standards of Imng. This 
became a positive factor, tending to maintain the tdde differen- 
tial of the earl)' post-'i\’^ar years. 

d. The possible increase in distributional costs. During the 
decade of the 'tw’endes nadonal advertising ina'eased rapidly 
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and other forms of selling pressure received new emphasis. These 
costs ■were reflected in the prices paid by final consumers. '\Vc 
cannot say -whether or no this selling pressure actually increased 
volume of sales sufficiently to reduce distributional costs per unit 
of product. They may v/ell have done so in some industries. 
Where advertising is largely competitive, drav.’ing business from 
other producers instead of promoting an inaease in aggregate 
sales, increased advertising would add to the average per unit 
cost of goods sold. Some such addition was probably made during 
the expansion of the 1920's. Certainly the persistence of a high 
level of prices to consumers does not indicate tliat the great 
expansion of advertising in these years served to lower the living 
costs of the population at large. 

e. Quality changes, representing actual increases in the degree 
of fabrication to which the materials of manufacture were sub- 
ject. In 1929 (and in 1933) the actual physical serrrccs of fabri- 
cators constituted a larger proportion of the bundle of materials 
and services bought by the final consumer tlian in 191.]. Improve- 
ments in the quality of mechanical goods and the grading and 
packaging of food products arc obvious examples of changes of 
this type. Perhaps some of this extra scrr'icc, as in tlte making 
of ornate containers, was not a real gain to the consumer. Never- 
theless, the service was rendered and a higher fabricational mar- 
gin was required to pay for it. This emphasis on quality changes, 
real or apparent, and the desire to give specific products special 
appeal through refinements of fabrication, were probably more 
characteristic of tlic years since 1914 tlian of the period before. 
If so, tliey help to explain the curious reversal in the relative 
trends of prices of raw materials and of manufactured goods that 
occurred after 1914. 

f. Fortuitous additions to the purcliasing power of consumers. 
It was not enough to ensure the persistence of relatively high 
rewards to fabricators that their bargaining position should be 
strong, or that the position of primary producers should be weak. 
It v.'as necessary that the buyers of finished products be able to 
purchase, in quantity, at the relatively high price level prevailing 
for such goods. Low returns to primary producers, who consti- 
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tute an important element of the total body of consmners, -w-onld 
tend to lower the aggregate income and pmchasing porrer of con- 
simiers. High returns to fabricators would tend, of course, to 
maintain sudx purdrasing power-, but fabricators constitute only 
one restricted part of tire total consrrming gr'orrp. Something 
more tlran the boot straps of fabricators rras needed to maintain 
tire brrdng pors’er of consumers at large at levels necessar-}- to 
ensrrre tire rnar-keting of an expanding volrrme of consumers’ 
goods at post-'W'ar prices. Three circumstances contribrrted to 
tire enhancenrent of consumer purdiasirrg porrer during the 
period of expansion that began in rgsr-ss. Some of the proceeds 
of hear-)- foreign loans serr ed, directly or indirectly, to finance 
tire piu'drase of consitmers’ goods in dre United States. Many of 
the profits realized from speculative operadons in real estate and 
secvrrities forrnd the same outlet. Not least important rvas the 
swelling of consumer prrrchasing porver by the tapping of the 
irerv reservoirs of credit— consumer cr-edit— through rrhich install- 
ment selling -was financed. During the expansion of srrch credit 
the additions to the total volrrme orrtstanding represented net 
ina^eases in the crnaent brrdng porrer of consrrmers.-"'' All these 


so These sums, while not of great magnitude in any one year, relatively to 
total national income, constituted a steady addition to the aurrent income 
of consumers during the decade preceding the recession. The follorving table 
(based upon etimates given in Lough and Gainsbrugh. Hi^h-Lci’el Con- 
st;rn/if:or7, McGraw-Hill, 1055. p. 512) indicate the magnitude of the annual 
additions to consumer income between 1019 and 1929. The debts of which 
account has been taken in preparing this table include those arising from 
purchases and from personal loans. .-Vll stuns are in millions of dollars. 
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Avere fovored by similai- fonimate drciimstances during the ex- 
pansion of die ‘nventies. Lot\- rates for capital funds, high profits, 
Avhidi facilitated the growth of corporate stirpltises. and a spirit 
of optimism, -whidi inspired business men to expand their plants 
and add to equipment -without severe sautiny of costs, stimu- 
lated hea\y sales of capital equipmeitt. Under the circtimstances, 
relatively high prices for such equipment did not dampen sales. 

These, tlien, tvere important factors contributing to die 
creadon and persistence of die excepdonally -wide post-'^Var 
inargin befween die prices of raw materials and manufac- 
tured goods and to die high price level of finished goods. It 
may, indeed, be argued tiiat the persistence of diese condi- 
dons isns due to die incompleteness of die liquidation and 
readjustment effected between 1920 and 1922. That \-ioient 
world-wide price recession would be considered a first stage 
in a necessary process of readjustment; diereafter fortuitous 
conditions made possible a recover.’ in the United States 
before readjustment -was completed. But -we do not know 
enough about die conditions essendai to economic stability 
to be sure diat this -was the case. The reladons revealed by 
a study of post-lUar prices and their comparison with pre- 
^Var relations would not be inconsistent -svidi such an hy- 
pothesis. hoTvever. 

"iVe have noted certain condidons on the operating side 
■ivliicli bear upon this post-'i\'ar price digerendal. Quality 
changes, reflecting more intensive fabrication, occurred in 
manv manufacturing industries. '^N'liere the finished product 
thus represented a greater reladve contribution on the part 
of fabricators and increased utility to consumers, some expan- 
sion in the manufacturing diflerendal and some rise in the 
price of the finished goods were to be expected, let this 
cannot be looked upon as the sole or indeed as the chief 
factor in die rvidening of tlie diSerendal. A detailed study, 
by industries, reveals increased costs of fabrication as a. typ- 
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the aggi-egate purcliasing potver of a given economic group 
over a stated period: changes in die average per unit price 
of its products (or services), changes in dm quantity pro- 
duced and sold, and clianges in the average price of die com- 
modities and services for ivhicli its money income is ex- 
pended. Obviously, records of diese clianges are not to be 
had for all important economic groups. Indeed, diey are not 
available, in detail and iridi a high degi-ee of accuracy, for 
any economic group. For a few major groups, hoivever, i\'e 
may approximate die changes in diese factors "widi sufficient 
accuracy to obtain fairly reliable indications of the clianges 
in dieir aggi'egate purchasing poiver. In picturing the general 
situation prevailing in 1929 ire take 1914 as a standard of 
reference. 

In 1929 die aggregate physical volume of production in 
die United States (excluding construction) iras approxi- 
mately 64 per cent greater than in 1914. If the net gains of 
these fifteen years had been divided equally among all pro- 
ducing groups an increase of diis amount would have been 
recorded in die total volume of goods commanded by eacli 
group, that is, in its aggregate purchasing poirer, as diat 
tenn is here used. Actually, of course, no such equality is 
found. Following is a summary of die changes among certain 
important producing groups: 

PRODUCERS OF RAIV MATERLVLS 

Formers 

Aggregate purcliasing power in 1929 some 20 per cent gieater 
tlian in 1914. in irholesale markets. 10 per cent gi'eatei' in 
the mai'kets in idiicli farmers actually spent their money. 
The adinnce in farmers’ purcliasing potver iras due primarily 
to ina'eased faim output, whicli was 11 per cent greater in 
1929 dian in 1914. The pei* unit purcliasing power of farm 
products advanced in irholesale markets, declined somewhat 
in die markets in -which farmers buy. 



THE PRE-RECESSION SITUATION 73 

per irage earner in manufacturing industi'ies bens’een 1914 
and 1929. 

Ownership and management in manitfacluring indiistries 
Aggregate purdiasing po-vrer in wholesale markets in 1929 ap 
proximately 135 per cent greater tlian in 1914. The gain was 
due to an increase in output of about 90 per cent, in per unit 
purchasing power of approximately 23 per cent.=^ 

These set'eral estimates of changes in tlie aggregate pur- 
chasing potver of important producing groups are not per- 
fectly comparable, and indeed, in default of accurate index 
numbers of the prices prevailing in the markets in tvhicli 
these groups spend their money incomes, it is impossible to 
secure comparable measurements. ^Vith this important quali- 
fication, we may use these measurements as indications of 
certain major changes in tire distribution of purdiasing 
power between 1914 and 1929. We should note, in so using 
them, that ire do not have liere measurements of net income 
distribution, either personal or by functional groups. No ac- 
count is taken of the deductions from gross returns necessary 
for the determination of net incomes, nor is attention given 
to changes in amount of investment or in tlie numbers of 
income recipients in the several gi'oups named. But as in- 
dexes of moi-ements oi-er a fifteen-year period in certain 
broad divisions of gi'oss income, in physical terms, tlie mea- 
surements tlirow light on important phases of economic 
diange. 

Among the three major gi'oups, farmers, mineral extrac- 
tors and those engaged in manufacture, the last-mentioned 

-1 Sec Economic Tendencies in the United States, pp. 505—13, for an explana- 
tion of the procedure employed in deriving tliese measurements, and for a 
fuller explanation of tlieir significance. Because of revisions in the original 
sources the present measurements differ in some respects from those in 
Economic Tendencies. 
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THE PRE-RECESSION SITUATION 
The ^Vorld Price Structure in 1929 

The function pei'fornied ividiin national boundaries by a 
domestic price structure is performed for the irorld economy 
by a ivorld-iride system of related prices. The flotr of rair 
materials from colonial to industrial areas, tine reverse move- 
ment of manufactiu'ed goods, the interchange of manufac- 
tured goods among mdustrial nations are all directed tritli 
reference to price relations. IVIore broadly, the productive 
actitTties of different economies are coordinated and capital 
movements and short-term lending are directed in terms of 
tliese same relations. Through this mechanism the elements 
of production costs are in some degiee controlled and the 
various parts of the tvorld economy are held in some sort 
of equilibrium. 

But the system of ivorld prices is not a perfect agency for 
die coordination of intemadonal economic processes. In even 
greater degree than the domestic structure it is subject to the 
play of disturbing forces, irhich prevent the proper perform- 
ance of the functions suggested. These disturbing forces ivere 
especially strong betiveen 1914 and 1929; as a result the 
ivorld price system of 1929 differed from that of 1914 not 
only in internal structure but, as ivell, in its efhciency as a 
coordinating agent. 

The price structure of 1914 constituted a ffiirly satisfac- 
torv instrument for the regulation of international economic 
activities. The gold standard extended over the industrial 
vrorld. and its operation held international price movements 
in reasonable balance. The general price advance of the 
twenty vears preceding had affected different domestic price 
structures in mudi the same vray. Differences in standards 
of living and in production costs prevailed, of course, and 
tariff barriers existed. In part, these differences were com- 
pensated by corresponding differences in industrial produc- 
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world order. Economic disharmonies and inconsistencies 
abounded. 

It -would be far from accurate to say tliat all tliese dis- 
harmonies originated in disparate price clianges. For the 
origins of the unbalanced and discrepant conditions that 
appeared during the era of non-intercourse irere to be found, 
in tlte main, in tire general economic systems of tire various 
nations. Trade -was over-developed in one region, in relation 
to the needs of a reconstructed world order; population rvas 
excessive in another', irr relatioir to the rvorld situation drat 
existed rvhen trading relations were generally re-established; 
production costs irr given industries might be eirtirely out of 
line rrith those of competitors, once the period of non-inter- 
coirrse was ternrirrated. Yet, whedrer the price stnrcture 
occupied a primary or secondary place rridr respect to dre 
origins of these ecoiromic discrepaircies. it is true drat dre in- 
equalities, as direct obstacles to the resumption of trade 
relations, found expression most directly through dre price 
system. 

Evidence of such faulty adjustments is especially difficult 
to obtain. Trade betrveen countries is not conducted on the 
basis of relations between price levels, as measured by dre 
farrriliar index irumbers of prices. Trade proceeds on dre 
basis of innuirrerable specific relations among prices, rrages 
arrd costs of production; these specific relations rrere broken 
or distorted during dre disturbed years follorring 1914. In- 
formation on drese nurrrerous individual relations is not 
generally ar'ailable, and ^\'e ai'e forced to leair heavily on dre 
less pertinent index niurrbers. Some conclusions of value 
may be drarvn from dreir study. Gold prices are used, since 
international relations are in question. 

In rrreasvrring the divergence of price levels in differeirt 
countries betrveen 1913 ^ 9-9 suffer from lack of 

perfect corrrparability of dre available measurements. Index 
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numbers differ in respect of content and technical methods 
of construction. It is probable, however, that the general 
picture would not be materially changed if fully comparable 
index numbers ^vere available. 


WHOLESALE PRICES IN GOLD, THIRTY COUNTRIES 
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The diffexences among -ivholesale price levels, rangin? 
from a fall of 7 per cent for Austria to a rise of 66 per cent 
for Australia, are fairly -wide, though not excessive in terms 
of pre-'l\'ar experience. The single a\ erages do not. of course, 
convey any accumte picture of the status of the various na- 
tional price structures. It ^vas Avitliin and among tlie elements 
of diese price structures— among production costs, tvages. 
costs of capital equipment, and all die prices of indiridual 
commodities and sendees entering into international trade— 
that faulty adjustments prevailed, sen ing as barriers to free 
economic intercounse. 


DISPARITIES IN PRODUCTION COSTS 

In peidods not marked by exti'eme disturbances in inter- 
national economic relations production costs m different 
trading countries stand in certain radier definite relation- 
ships. Through the play of competition import and export 
trade is adapted, in rospect of content and price, to differing 
pnxluction costs in different countries. The elements of 
fabrication cost (i.e., ivages. interest diarges and other oi’er- 
head expenses, and the related factor of industrial produc- 
tirity) do not ordinarib' suffer violent change, so that trading 
relations based upon established conditions of cost are not 
subject to sudden altemtion. In the post-^\ ar price structure, 
however, elements of cost, in different producing coimtries. 
were iridelv diverse and their relations were quite different 
from those existing before the "^Var. 

Differences in price levels would be expected to lean to 
differences of this sort, but many of the inequalities of cost 
actually premiling could not be thus explained. For two 
countries mav have identical gold price levels, irith reference 
to a given base, but the internal relations among elements 
of their domestic price structure may be quite different, as a 
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result of recent inflationary or deflationary movements. De- 
flation, with the characteristic lagging of wages and of all 
fixed charges, leaves production costs high, relatively to 
other elements in the price structure, while inflation, accom- 
panied by the same lags, creates a price structure in which 
production costs are relatively low. Such cost differences 
were of particular importance after the stabilization efforts 
of the middle ’twenties, for the restoration of the gold stand- 
ard offered wide opportunities for variation in the relation 
of old and new parities, and such variations were reflected 
in disparate cost conditions. 

Direct information concerning production costs is difficult 
if not impossible to oljtain, for most industrial countries. We 
may get some evidence on this important point by comparing 
wholesale prices and living costs in certain countries. These 
two sets of index numbers are not directly comparable, for 
they are comjjosed of quite different items, but the relations 
between them are significant. Living costs, a highly impor- 
tant factor in determining the purchasing pou'er of trages, 
are directly related to production costs. ^Vhere living costs 
are relatively higli, the cost of labor tends to be high; the 
reverse is true where living costs arc low, in relation to a 
standard prevailing in a base period not too far removed in 
time. As has been noted, living costs lag behind wholesale 
prices during periods of changing price levels. They tend, 
thus, to be relatively high after a deflationary movement of 
the price level and relatively low after an inflationary move- 
ment. Index numbers of wholesale prices and living costs for 
seven important industrial countries arc given in Table 3. 

We find a considerable range of difference among these 
seven countries, with respect to the ratio of living costs to 
wholesale prices. Czechoslovakia and France stood at the 
lower end of the scale, as countries with relatively low pro- 
duction costs in 1929, in terms of this standard, while the 
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TABLE 3 

AVHOLESALE PRICES AND LmNG COSTS, 1914-1929 
Seven Industrial Countries 

RATIOS OF COST 
OF UVING INDEX TO 



I N D E 

X N U 

M B 

E R S 

INDEX OF 'WHOLES-U-E 


'WHOLESALE PRICES 

LIVING COSTS 

PRICES, AS RELATR'ES 


19x4 

1929 

1914 

1929 

1914 

1929 

Czechoslovakia 

100 

9»3 

lOO 

763 

100 

84 

France 

100 

615 

lOO 

556 

100 

90 

Japan 

100 

175 

lOO 

i8i 

100 

103 

Germany 

lOOl 

137 

lOOl 

154 

loot 

112 

Italy 

lOOl 

481 

100 

545 

1002 

113 

United Kingdom 

100 

136 

100 

164 

100 

121 

United States 

100 

140 

100 

170 

100 

121 

source: League of 

Nations, 

Statistical Year-Book, 


pp. 


239-44- 
1 1913=100. 

2 'Wholesale price index, 1913: liring costs index, 1914. 


United States and the United Kingdom stood at tlie upper 
end. There is no clear division into inflationai7 and defla- 
tionary countries here. The relations between ■wholesale 
prices and living costs ivere aflFected, of course, by the terms 
of stabilization, largely completed bet-ween 1924 and 1926, 
as -well as by the inflationary or deflationary experiences of 
tlie early )'ears of tlie decade. Tentative and appro.ximate as 
this ratio is, tlie range of 50 per cent betiveen tlie nvo ex- 
tremes may be taken to represent a real difference in produc- 
tion costs, relatively to die 1914 situation.-- Higher efflciency 
might, of course, make possible die maintenance of higher 
living costs and living standards, ividiout increasing produc- 
tion costs. But xaviation in respect of productivity clianges 
over diese fifteen years could hardly be as great as the dif- 
ferences indicated. 

22 No assumpiion is here made that production costs in these countries is'ere 
equal in 1914. The relations of 1914 were modified, in the degree indicated. 



82 


PRICES IN RECESSION AND RECOVERY 


DISPARITIES BETTVEEN PRICES OF RAW MATERIALS AND 
MANUFACTUPJiD GOODS 

In discussing the post-War price structure of the United 
States attention has been called to the disparity, world-wide 
in scope, betv/een the prices of materials intended for in- 
dustrial use and the prices of finished goods. Here and there, 
special conditions made it possible for certain groups of raw 
material producers to exchange their goods on relatively 
favorable terms for manufactured products, but in general 
the post-War status of rav.' material producers the ivorld 
over was distinctly less favorable than before the War. Al- 
though the situation in this respect was somewhat better in 
ig2fj than in 1921, disparities persisted. Their effects were 
far reaching, influencing the major economic movements of 
the period and coloring the whole post-War epoch. 

The existence of this disparity has been noted by various 
observers, and the fact of its persistence beyond the period 
of the usual cyclical divergence of prices of raw and proc- 
essed goods has been emphasized. One of its phases is 
rather strikingly revealed by the measurements in Table 4. 
For each of tv;cnty-onc raw materials, as priced in various 
world markets. Table 4 defines changes in purchasing power 
for manufactured goods in three important industrial coun- 
tries. TTius a bushel of wheat, as quoted in the central world 
market at Livc'rpool, had in 1929 a purchasing power for 
manufactured goods in the United States 12 per cent below 
that of 1913. The worth of a bushel of wheat in Liverpool 
in terms of goods exported from the United Kingdom 
(mainly manufactured goods) was 16 per cent less in 1929 
than in 1913. The same commodity had a 1929 value in 
terms of manufactured goods in Germany 16 per cent less 
than in 1913. But the table tells its own story. In 1929 only 
coffee, tobacco and, for certain markets, tea, itooI and lead. 
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TABLE 4 (COnt.) 

CHANGES IN THE PER UNIT PURCHASING POWER OF IMPORTANT 
RAAV MATERIALS, 1913-1929 

PURCIIASINC I’OUTK OF CIVF.N COMMODITY FOR 
VARIOUS CLASSF.S OF GOODS 



FOR MANU- 

FACTURFD GOODS, 

FOR 

nxrORTHD GOODS, 

FOR 

MANUFAC- 
TURED GOODS, 


UNITKD STATi:S 

UNITKD KINGDOM 

GERMANY 

Wool 

KJIS 

Jp 22 

ip29 

/p/J 

Ip 22 


1913 

1929 

England, London 

100 

122 

102 

100 

105 

97 

100 

98 

U. S., Boston 

100 

1.12 

1 16 

100 

1 ^2 

1 10 

100 

112 

Australia, Melbourne 

100 

92 

102 

100 

79 

97 

100 

98 

Silk 

U. S., New York 

100 

128 

89 

100 

1 10 

CO 

100 

86 

France, Lyon 

100 

124 

83 

100 

loG 

79 

100 

79 

Japan, Yokohama 

100 

'53 

90 

100 

130 

86 

100 

87 

Hides, cattle 

England, London 

100 

GG 

I >5 

2 00 

5(5 

G2 

100 

62 

U. S., Cliicago 

100 

G 4 

Gi 

100 

54 

58 

100 

59 

Pig iron 

Germany, Essen 

100 


7 -} 

100 


7 ' 

100 

72 


England, London 

100 

9 ' 

79 

100 

78 

75 

100 

76 

Copper 









England, London 

100 

51 

73 

100 

46 

G 9 

100 

70 

Germany, Berlin 

100 


78 

100 


75 

100 

76 

U. S. 

100 

55 

76 

100 

47 

73 

100 

73 

Lead 









England, London 

100 

76 

84 

100 

65 

80 

100 

81 

U. S., New York 

100 

85 

102 

100 

73 

97 

100 

98 

Germany, Berlin 

100 


80 

100 


76 

100 

77 

France, Paris 

100 

76 

80 

100 

85 

77 

100 

77 

Zinc 









England, London 

100 

77 

72 

100 

66 

C9 

100 

89 

U. S., New York 

100 

G8 

77 

100 

58 

74 

100 

74 

Germany, Hamburg 

100 


72 

100 


68 

100 

89 

France, Paris 

100 

76 

72 

100 

65 

89 

100 

70 

Tin 









England, London 

100 

46 

67 

100 

40 

64 

100 

84 

U. S., New York 

100 

47 

66 

100 

40 

83 

100 

84 

Rubber 









England, London 

100 

16 

18 

100 

'3 

'7 

100 

18 

U. S., New York 

100 

14 

'7 

100 

12 

iG 

100 

16 
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TABLE 4 {COnt.) 

CH.-VNGES IX THE PER UXTT PURCH.\SIXG POIVER OF IMPORTAXT 
RAIV MATERIALS. 1913-1929 

rlTCH-XSIXC TOWER OF GnTX COMMOTITY FOR 
VARIOUS CLASSES OF COOTS 





FOR 


FOR 

FOR 

MAXE'FAC' 


FACrURFP COOIXS. 

. EXPORTED GOOD?, 

TCREP GOODS. 


rXITEr>ST.\ 7 ES 

EXITED KIXGDOM 

GERMANY 


Ipj^ 2p22 Ip2C 

1 IpT^ 1022 1020 

Tprp 

Xcivsprsnt 




Cansda. Ottaiva 

100 103 S2 

100 SS 7S 

loo 79 

Swedai 

1 CK> ?Q 7 $ 

too 76 74 

100 75 

IVoodpulp 



Canada 

loo Si $7 

100 69 S3 

IOC* 84 

somcx; The original price serie.« are given in 

the BiiUeiin MenssicI oV VOpre 

Pt'r.nancKt. Institute Intaaiational de Statist 

ique. La Haye. The 

prices have 


been converted to 3 gold basis. 

had real exdiaiige values, in terms of the products of tliese 
diree industrial counmes. exceeding those of ipif,. The real 
wortli, per unit, of each of the otlter sixteen commodities fell 
below tlie 1913 level, far below for some commodities. 

If ire pass from the records of individual commodity prices 
to index numbers purporting to measure dianges in the 
average prices of raw and of processed goods, ire face diffi- 
culties in securing adequate and unambiguous statistics. 
Satisfactotw index numbers of the prices of rair and of proc- 
essed goods are ai ailable for only a feir countries, and even 
these are not designed to meet die purposes of the present 
inquiry. Thus die indexes of raw material prices usually in- 
clude rair consumers’ goods as well as raw producei's' goods, 
a combination not altogether appropriate to this compar- 
ison. Hoirever. the records of the prices of rair and manu- 
factured goods in inrious countries are perdiient and require 
investigation, even though some reserratioiis must be made 
irith respect to them. Tlie comparison is shoirn in Table 5. 
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TABLE 4 (cant.) 

CHANGES IX THE PEP. UNIT PURCHASING POWER OF IMPORTANT 
RAW MATERIAUS, 1913-1929 

rL'BCHASiNO fo%va>. or cayls commodity for 

VARIOUS CI.ASSF.S OF GOODS 

FOR 



FO?. 

r;- 


FO?. 


MANLTAC* 


rACTL'F'.rt* coons. 

Ty.po'/.TFS) coons. 

TDT.FJJ GOODS, 


UMTf.n STATLS 

i;:;nT.D kingdom 

GERMANY 

U'col 


/pea 

/pr9 


jfjii 

/I/2P 

TCfJ^ 


EnTiand. London 

100 

1 22 

102 

100 

'C'J 

97 

100 

98 

U. S., fio'-ton 

100 

142 

1 16 

100 

122 

1 10 

JOO 

112 

Atisiralia, McRjourne 

100 

92 

102 

100 

79 

97 

100 

93 

Silk 









U. S., Nciv VorP. 

100 

12S 

89 

ICO 

1 10 

S3 

100 

SG 

France, L'.ort 

100 

12 1 

83 

100 

loG 

79 

100 

79 

Japan, YoV.ohama 

iryj 

'53 


100 

130 

g6 

100 

87 

Hid^s, ail tie 









England, London 

100 

C5 

*15 

iry; 

5<5 

62 

JOO 

62 

U. S., Chicago 

irx> 

C-; 

61 

100 

5-j 

58 

ICX> 

59 

Pig iron 









German'., E'scn 

UjTi 


74 

100 


7» 

100 


England, London 

iry) 

91 

79 

100 

78 

75 

100 

76 

Copper 









England, London 

irr; 

5 r 

7 j 

100 

46 

69 

100 

70 

Germany, Berlin 

100 


78 

100 


75 

100 

78 

U. S. 

100 

53 

7C 

100 

41 

73 

100 

73 

Lead 









England, London 

IfX) 


84 

100 

65 

80 

100 

81 

U. S., Nev; York 

IfX> 

85 

102 

lOf) 

73 

97 

100 

93 

Germany, Berlin 

100 


go 

IW 


76 

100 

77 

France, Paris 

100 

70 

go 

100 

65 

77 

100 

77 

7,inc 









England, London 

100 

77 

72 

100 

66 

69 

100 

69 

U. S., Nev.- York 

100 

65 

77 

100 

53 

74 

100 

74 

Germany, Hamburg 

100 


72 

100 


6? 

100 

69 

France, Paris 

100 

76 

# — 

100 

^5 

69 

100 

70 

Tin 









England, London 

irx> 

46 

67 

100 

40 

64 

100 

64 

U. S., Ne-..,- York 

KXl 

47 

66 

100 

40 

63 

100 

64 

Rubber 









England, London 

100 

16 

j8 

100 

'3 

'7 

100 

18 

U. S., Nc",.,' Y'ork 

100 

'I 

•7 

100 

12 

16 

JOO 

16 
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TABLE 4 (coni.) 

CHANGES IN THE TER UNIT PURCHASING POIVER OF IMPORTANT 
RAW MATERIALS, 1913-1929 



I'URCHASINC TOWER OF GIVEN COMMODITY FOR 


VARIOUS CL.\SSCS OF GOODS 

FOR 


TOR MANU- 

FOR 

MANUFAC- 


FACTURED GOODS, 

EXTORTED GOODS, 

TURED GOODS, 


UNITED SI AIES 

UNITED KINGDOM 

GERMANY 

Newsprint 

19-9 

ip/5 1^22 /p2p 

191} 

Canada, Ottawa 

100 103 Ss 

0 

0 

CO 

CO 

CO 

100 79 

Sweden 

Woodpulp 

100 89 78 

100 76 74 

100 75 

Canada 

100 81 87 

100 69 83 

100 84 


source: The original price scries arc given in the Bulletin Mcnsucl dc VOfficc 
Permanent, Institute Internationa! dc Statistiqiie, La Hayc. The prices have 
been converted to a gold basis. 

had real exchange values, in terms of the products of these 
three industrial countries, exceeding those of 1913. The real 
wortli, per unit, of each of the other sixteen commodities fell 
below the 1913 le\'el, far below for some commodities. 

If 'ire pass from the records of individual commodity prices 
to index numbers purporting to measui'e changes in the 
average prices of rair and of processed goods, u'e face diffi- 
culties in securing adequate and unambiguous statistics. 
Satisfactory index numbers of the prices of ra\r and of proc- 
essed goods are available for only a feir countries, and even 
these are not designed to meet the purposes of the present 
inquiry. Thus the indexes of ra\r material pz'ices usually in- 
clude I'air consumers’ goods as ivell as razr producers’ goods, 
a combination not altogether appropi'iate to tlris compar- 
ison. Hoirever, die records of the prices of rav" and manu- 
factured goods in various countries are pertinent and require 
investigation, even diough some reseri'ations must be made 
ii’ith respect to them. Tlie comparison is shoivn in Table 5. 



86 


PRICES IN RECESSION AND RECOVERY 


TABLE 5 

INDEX NUMJ 5 ERS OF WHOLESALE PRICES OF RAW MATERIALS AND 
MANUFACTURED GOODS IN VARIOUS COUNTRIES, 1913-1929 


COUNTRY AND COMMODITY CROUD 


Ip22 

ipzp 

Jiclgium 

Raw materials 

tool 


834 

Finished products 

lOQl 


905 

Canada 

Raw and semi-manufactured goods 

100 

«49 

'53 

Fully and chicliy manufactured goods 

100 

'5.1 

'44 

Denmark 

Raw and semi-manufactured goods 

100 


'33 

Consumers’ goods 

100 


iGg 

Germany 

Industrial raw materials and semi-manufactured goods 

100 


132 

Raw materials 2 

100 


138 

Finished goods 

100 


>57 

Italy 

Ratv materials 

100 


4G4 

Semi-manufactured goods 

100 


450 

Finished goods 

100 


5'4 

Sweden 

Raw materials 

100 

»47 

'35 

Semi-manufactured goods 

100 

'55 

'41 

Finished products 

100 

19G 

142 

United States 

Raw materials 

100 

'33 

'4' 

Manufactured goods 

100 

'55 

'52 


sources: The original index luiinhcrs appear in Memorandum on Production 
and Trade, jgzj to jqzS/z^, League o[ Nations, 1930, p. G.], and Review of 
World Production, ipji. League of Nations, 1932, p. 103. 

1 1914=100. 

2 Producers’ goods only; consumers’ goods arc omitted. 

The records of Canada, Siveden and the United States for 
the pei'iod 1922-29 indicate a progi'essive cheapening of man- 
ufactured goods, in relation to raw materials. The manu- 
facturing margin ivas narrowed in the ’tiventies. But in each 
of these countries, 1922 was max'ked by a manufacturing 
margin exceeding that of pre-War years. The degree of ex- 
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cess ranged from tlie Canadian figure of some 4 per cent to 
the Swedisir figure of approximately 33 per cent. Subsequent 
events reduced diis excess and, for Canada, carried the mar- 
gin to a point lower tlian diat of 1913. But in all die odier 
coimtries listed die reladt e pi-ice difierendal, out of which 
die costs of fabricadon are met, i\-as greater in 1929 than in 

The margins here indicated are of necessity- measured 
roughly. The indexes of raiv material prices include in at 
least four instances goods ready for consumption, such as 
fruits, vegetables, and coal. Yet only products used as law' 
materials in processing may be compared in price iridi man- 
ufactured commodities, if die margin arailable for payment 
to agents of fabrication is in question. It is probable diat the 
margins indicated understate the mie differentials, if the 
situation in the United States be taken as representative. For 
here, while aU raw materials in 1929 icere 41 per cent higher 
in price dian in 1913. raw materials used in production were 
only 31 per cent higher. 

A A-ariety of forces combined, then, to create a norid 
price structure in 1920 quite different from that of 1913. 
Many of the articulations of pre-IYar days, artiailations 
which Avere neA'er perfect but Avhich made it possible for in- 
ternational economic intercourse to proceed in a reasonably 
efficient manner, Avere broken. The pre-IYar equilibrium or 
the world economic structure, Avhicli irajs maintained through 
price relations of fairlv long standing, tras seriously disturbed, 
though the masmitude of diis disturbance A\-as pardy con- 
cealed bA' certain necessarily temporary- developments of the 
first post-IYar decade. 

lYe IiaA'e noted three outstanding characteristics of Avorld 
prices, as theA- affected international economic relations. 

A definite price schism existed between raw material produc- 
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ndjiistinents of tlie middle twenties, tlie elements of national 
price strucuires tvei'e om of gear. Costs, buying and selling prices, 
the prices of different categories of goods— all the elements that 
are nsually adapted one to another through the plav of trade 
competition— r-equired readjustment on an international scale. 
The fotxed dranghts that maintained international U'ade from 
1925 to 1929 did not effect lasting readjustments, so we come to 
1929 trith great disaepandes of this sort still existing, A going 
trorld economy had not been reconstituted by that date. 

D1SP.ARITIE5 i.x PosT-'\\’\R Price Rei_\tions 

The 'trorld price smictiire. as it existed in 1929. iras marked 
by disparate national price levels, disparate production costs, 
and by a trorld-tride di.sparity benreen tlie prices of the raw 
materials of industry and finished industrial products. The 
pre-rece.ssion history of die domestic price structure of the 
United States tras characterized, similarly, by extensive 
clianges in die relations among different elements of die price 
system, clianges especially pronoimced in the relations be- 
tween raiv and processed goods. These rarious shifts in price 
relations ivorked in their several spheres to alter die terms 
on tvhicli goods and services might be exchanged, intei'iia- 
tionally and domestically. Some of die alterations were suf- 
ficientlv great to serve as effective barriera to the movement 
of goods. In other instances exclianges trere still made, but 
die relative positions of the trading groups concerned is-ere 
radically different from those that had prei ailed earlier. The 
distribution of piirdiasing poiver. domestically and intenia- 
tionally. had been substantially altered. 

Sucli alterations in die disti'ibution of purchasing poirer 
are usual accompaniments of economic change. Daring the 
course of any decade in economic histor}' buying poicer is 
shifted from givsiip to group. The trorld s total output of eco- 
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nomic goods is never divided in exactly the same proportions 
from one year to the next. What is notable, however, is that 
the shifts here in question had not been accompanied by 
corresponding changes in the techniques or costs of produc- 
tion, and that standards of living had not been adapted in 
any permanent sense to the purchasing power changes. Cer- 
tain of the shifts in purchasing power ^verc due to the play 
of non-economic factors (i.e., to post- War political conditions 
and relations); in others they were due to faults in the 
mechanism of exchange; in still others they were due to alter- 
ations in international economic relations to which adapta- 
tion had not yet been effected. The pre-War economic rela- 
tions of the nations of the world had been permanently 
altered, in important respects. Certain conditions, which in 
retrospect we now kno^v' to have been temporary, prevented 
for a time a realization of the full effects of these economic 
difficulties, but the faults persisted. 

One aspect of these world-wide disparities has special rele- 
vance to the economic situation in the United States. Between 
igig and ig2i a gap, world-wide in scope, was opened be- 
Dveen the prices of raw materials and processed goods. In 
magnitude, duration and scope, this gap ^\’as without counter- 
part in recent economic history. Cyclical recessions and de- 
pressions have always brought some such price inequalities. 
But no previous recession of which we have record opened 
up a gap of such magnitude, which affected so many com- 
modities, over such a ^sude geographical range, and which 
persisted for so many years after the original difficulties de- 
veloped. 

For highly industrialized countries and raw material pro- 
ducing countries the gap thus opened was an external schism, 
a break that tended to separate the whole economy from 
other (complementary) economic systems. The impact of the 
break, in respect of purchasing power or employment, would 
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not necessarily be precisely tlie same upon all economic 
groups, but in general die tvhole economy -irotild be affected 
in sometvhat die same way. Thus in a typical raiv material 
producing area such as die Dutch East Indies, persistent eco- 
nomic difficulties iridi generally reduced purcliasing poirer 
iv'ould be expected among most elements of the economy, 
ivhedier engaged directly in die output of raw materials or 
not. A typical industrial area sucli as the United Kingdom 
irould feel die effects of loiv material costs, loir purcliasing 
poirer of important foreign markets and a depressed state of 
business accompanied by extensii'e unemplojiiient. (It is 
true diat protected trades and protected labor forces did not 
suffer, in die United Kingdom, as sei erel}' as did competitii e 
trades producing directly for foreign markets. These differ- 
ences irere in part attributable to rigidities iridiin die British 
nadonal economy.) 

Of a different order ivould be the effects of sucli a scliism 
on an economy diat included both highly hidustrialized and 
rair matei'ial producing areas, neidier type being dominant. 
A more pronounced internal clcaiage ivould here residt. 
widi a clear conflict of interests and of economic fortunes 
iridiin die economy. Raw material producei^ suffering from 
loir prices of their products irould find dieir aggiegate pur- 
cliasing poiver seriously impaired, unless price deficiencies 
were compensated by heai')’ output or, temporarily, by bor- 
roinng. Industi'ial producers ivould find diemselves in a 
favorable price position, being able to buy materials at rela- 
tively loiv prices and to sell manufactured goods at high 
prices. Conci'ete results of diis advantage might not be real- 
ized if die purcliasing poiver of consumers at large ivere 
seriously reduced because of the plight of diose draiving their 
incomes from die sale of raiv materials. If, hoivever, the re- 
duced purcliasing poiver of primary producers ivere offset 
by enhanced purcliasing poiver of other consumers, or by die 
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acquisition of new markets, the state of industrial producers 
might be very happy. In this case the contrast of economic 
fortunes within the economy might be very pronounced 
indeed. 

To some extent this internal schism affected a number of 
national economies, for no countries of economic importance 
are exclusively industrial or exclusively devoted to the pro- 
duction of raw materials. But the schism was present in most 
pronounced form in the United States, tviiere highly indus- 
trialized areas co-exist with extensive regions devoted ex- 
clusively to the output of raw materials. In the economy of 
the United States, therefore, we find the clearest example of 
a cleavage sharply separating two major economic groups. 
The economic history of tlie entire post-^Var decade in the 
United States is deeply affected by it, and many of the dis- 
tinctive characteristics of the period of expansion and of the 
subsequent depression are attributable to the divergence of 
the fortunes of the tu-o groups thus distinguished. 

The development of this situation in the United States 
between ipig and 1921 altered sharply the internal dis- 
tribution of purchasing power and the conditions under 
which the national economy functioned. The persistence of 
the situation and the concurrent development of a high state 
of industrial prosperity present one of the most striking 
paradoxes of economic history. And the aggravation of the 
situation during the recession of 1929 raised economic issues 
of great complexity in the succeeding years. 

Aspects of this cleavage, in the aggravated form that de- 
veloped ^vith the recession, will engage us in later pages. We 
here summarize certain of its pre-recession aspects. 

Raw material producers in the United States faced the same 


23 See Economic Tendencies, Chs. VII, VIII, IX, for a discussion of con- 
ditions giving rise to this situation. 
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tliree alternatives tliat cxsnfronted sncli producers in the tvorld 
at large: tlte\- could expand production in the attempt to offset 
the effects of the price loss; they could maintain ptirchasing 
porvei- by boirowing: tliey could suffer a reduction in their 
standard of living. Their actual fortunes dimng this period re- 
flected elements of all tirree alternatives. A pressure to expand, 
or at least to maintain, output kept the supply of rate materials 
at a high level and served to impede what might have been a 
noinial tendency toteards price readjustment. (Inelasticitv of de- 
mand for many of the products in question accentuated this 
difficulty.) Heav)' borroteing. both in die foim of mortgage in- 
debtedness and of installment buring. supported their inade- 
quate purcliasing potver. But these devices failed to offset die 
nnfavoiable marketing situadon. and raw material producers as 
a class suffered a substantial loss of purchasing power with a 
corresponding decline in their standards of liiing. relative to 
pre-^Var standards and to die fortunes of other economic groups. 

In die face of die leduced purcliasing pmrer of rair material 
producei:s. bodi domestic and foieign. industrial producers ivere 
confronted by the possibility of a considerable reduction in the 
volume of dieir sales, irith resulting unenipioiment and scant 
profits, unless the deficiency of buring poiver on the pait of 
material producers, due to the price schism, could be offset by 
gains elsewhere. In large degi-ee it nns offset, giring rise to the 
paradoxical situation noted— industrial prosperity co-exisung 
iridi loir purchasing poiver and. in some degree, real distress 
among i-aw material producers as a class. 'Warious factors con- 
tributed to the persistence of diis situation in die United States. 
These included, in brief: 

The gaining of new foreign markets, as a result of the 
"War and po5t-^\*ar disturbance. 

Hea\w lendinsr to foreign buyers, on both long and short 
term. 

The temporary offsetting of part of die reduced purdias- 
ing power of raw material producers at home dirough bor- 
rowing and instalhnent buring. 



94 


PRICES IN RECESSION AND RECOVERY 

The swelling of the purchasing power of industrial pro- 
ducers as a result of their advantageous economic position. 

A general increase in the purchasing power of consumers 
through the rapid development of installment buying. 

The enhancement of purchasing power throughout the 
nation through speculative profits, reaped from real estate 
and security speculation. 

Increasing industrial productivity, which made possible 
large profits and high wages without further advance in sell- 
ing prices. 

Obviously, many of the elements that made possible the simul- 
taneous continuance of industrial prosperity and of subnormal 
purchasing power and living standards on the part of some 
groups of rav.- material producers were necessarily temporary’. 
Some of the new elements of purchasing power through which 
industrial sales were maintained w'ere clearly of a non-recurring 
nature, and plant expansion based upon these was doomed to 
certain difficulty. Yet so long as these conditions made it possible 
for industrial production and sales to be kept at high levels, 
industrial prosperity, high wages and high profits might co-e.xist 
with economic distress among some primary producers. As we 
have se-en, the degree of divergence between the economic for- 
tunes of these two great groups within tlie economy of the 
United States had been substantially reduced by 1929, but ele- 
ments of the fundamental cleavage still existed. 

Highly important, as a condition concurrent w’ith the widen- 
ing of the fabricational margin in tlie early post-'War years, was 
a notable increase in industrial productivity’. In manufacturing 
industries the gain in output per v/age earner exceeded 40 per 
cent from 1919 to 1929. The striking feature of this situation, as 
v.'e have seen, was that the benefits of higher productivity during 
this decade v.’ere reaped largely by agents of fabrication. The 
retvards of primary’ producers remained relatively low, and 
prices to buyers of finished goods remained relatively high. ‘\V’'e 
shall return, in the final chapter, to a further consideration and 
interpretation of this situation and its economic consequences. 



CHAPTER III 


PRICE MOVEMENTS AND RELATED ECONOMIC 

CHANGES DURING RECESSION .AND DEPRESSION 

The price decline precipitated in 1920 w'as of maior propor- 
tions, irorld-iv'ide in scope, and affected directlv or indirecdv 
virtually even' element of tlie economic s'j.'stem. The funda- 
mental relations betiveen priman* producers, manufacturers 
and distributors and final consumers w'hich have concerned 
us in die pi'eceding pages icere profoundly altered, and these 
dianges were reflected widely in the physical operations of 
production and exchange and in the liidng standards of dif- 
fei'ent producing groups. In defining certain of these changes, 
and in tracing their consequences, we deal first tddi groups 
engaged in tlie extraction and production of laic materials. 

Prim.\ry Products ix the Price Recessiox 

As a backsTOund for the suiwev of tlie recession we have 
traced some of the dianges occurring in earlier ye.ars. The 
steady pre-M’ar improvement in the status of primary' pro- 
ducers ivas followed bv a brief period of exceptional pros- 
perity during die 'iN’ar. The recession of 1020—21 brought 
heaiv losses to these producers, in both imit prices and 
aggregate reivards. The situation in die United States, m diis 
respect, was but a phase of a icorld-icide schism beticeen the 
prices of raw materials and maniifactured goods. Between 
1922 and losq there w'as definite and steady improvement in 
the position of raiv' material producers. On a per imit b.asis 
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groups. In 1929 the general sensitiveness of raw material 
prices to the forces of recession was enhanced by certain ex- 
ceptional conditions growing out of War and post-War de- 
velopments. A clue to the price behavior of goods of these 
two types during the recession is found in the record of 
production changes. Annual index numbers of correspond- 

^'OLu.M^ or PRODUcrio.v averaci; ;vnoLi3ALE prices 

ir)2p I(J2^ Jpjo jpjl IpJ2 

Raw materials 100 97 97 88 100 87 69 57 

Manufactured goods 100 85 75 Ci 100 93 81 74 

ing price and production movements in the United States 
reveal a clear inverse relationship. Sliarply reduced output 
and relatively well-maintained prices characterized manufac- 
tured goods over this period of recession. Maintained pro- 
duction and severe price decline marked the behavior of raw 
materials. The pronounced difference in the two records goes 
back, of course, to the conditions of production and the 
character of competition prevailing among producers of the 
ttvo types. Control over output and ready adaptability to 
changed conditions of demand are found, in general, in 
manufacturing industries, while the reverse is true of e.xtrac- 
tive industries. The differing price records reflect these con- 
ditions, as well as the influence of special price-determining 
forces. 

The declines in prices and in purchasing power were by 
no means equal, among the various classes of raw materials. 
The nature of the changes in four major commodity groups 
is shown by the index numbers belotv. Agricultural pro- 

PER UNIT 


RA 1 V PRODUCTS 

WnOEESAEE PRICES 

July February 

ipzp jp 33 

PURCHASING POWER 

(July ip2p=joo) 
February ip^y 

Crops 

100 

40 

65 

Animal 

100 

39 

63 

Forest 

100 

63 

102 

Mineral 

100 

73 

118 
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ducers suffered most severely; raw crops and animal products 
lost no less than 35 per cent in per unit purcliasing poorer. 
Rau' forest products, udiich suffered a price decline about 
equal to tliat of general prices, lost nothing in purchasing 
potrer. Rau-- mineral products gained 18 per cent in per unit 
wortli. In tlie United States tire critical problem of price 
disparity, as bet^veen rarv materials and manufactured goods, 
centered in agricultui'al products. 

These price changes accompanied and reflected important 
clianges in tlie conditions of supply, as trell as of demand. To 
facilitate comparison of certain of tltese mot'ements we bring 
together below annual data relating to production and price 


VOLU.ME OF rRODUCTION' .WERAGE VTIOLESACE PRICES 


RAIV PRODUCTS 

J 92 p 

jpso 



1929 

jpyo 

ippi 


Mineral 

100 

Sp 

7.5 

62 

100 

93 

81 

78 

Forest 

100 

82 

57 

SS 

100 

90 

78 

66 

.■Agricultural 

100 

100 

106 

99 

100 

85 

64 

48 


ciianges during die years of recession. We find here a general 
inverse relationship between movements of prices and of 
output. The most severe price declines occurred among agri- 
cultural products, the production of ivhich iras maintained 
dose to die ore-recession level. The effects on die market 
of diis maintenance of production irere aggravated by a sharp 
decline in agricultural exports. For die crop year 1932—33 
sudi exports ivere some 27 per cent smaller in quantity dian 
in 1928—29. Mineral products, the output of idiidi iras more 
severely reduced, experienced a smaller price dedine; forest 
products suffered heavily in bodi output and price.- 

-Just as the index numbers relating to all raw materials conceal the impor- 
tant differences revealed by the three sets of group measurements giren 
above, so cadi of tliese hides divergent movements among its subordinate 
elements, .\mong raw mineral products the output of fuels iras relatireh 
ivell maintained, while the production of metals dropped to a very low 
level. Among forest products the drop in output of pulpwood, turpentine 
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PRICES AND PURCHASING POWER OF FARM PRODUCTS 

Agriculture calls for chief attention, in a detailed survey 
of the price schism opened by the recession. The difficulties 
of agricultural producers during this period have been no- 
torious. The accompanying index numbers define their rela- 
tive position at the low point of the depression. While 



WnOLr.SAI.E PRICES 

PKR UNIT 

rURCHASINC POWER 


July 

February 

(July Ip2p=:I00) 

Fcbriiary 


2 p 2 pi. 

1933 

All commodities 

100 

62 

100 

Products of American farms, raw 

100 

40 

64 

All other products, raw and 
processed (including proc- 
essed products of Amcricin 

farms) 

too 

68 

1 10 

Products of American farms, raw 

Producers’ goods 

100 

37 

59 

Consumers' goods 

100 

•17 

76 


1 The use of a broader pre-recession base would lower somewhat the index 
numbers of farm prices for the period of depression. In July 1929 the index 
number of farm prices was some 3 per cent above the average for the pre- 
ceding ten months, svhiie the index of wholc.sale prices for all commodities 
other than farm products and foods w.as one-half of one per cent below the 
average for that period. 

general commodities at wholesale were declining 38 per cent 
the wholesale prices of raw American farm products were 
dropping 60 per cent, ivith a loss of no less than 36 per cent 
in per unit purchasing power in wholesale markets.^ If we 


and rosin svas much less severe than in lumber. Among agricultural prod- 
ucts no striking diirercnccs appear, over the period 1929-32 as a whole. 
Perhaps most significant is the increased output of fruits and vegetables. 
The several production index numbers for the subordinate groups are given 
in Appendix VII. 

3 The price and purchasing power changes here me.asurcd are those taking 
place between July 1929 and February 1933, the dates of the high and low 
points of general wholesale prices. If interest attaches to changes in the 



RECESSION AND DEPRESSION loi 

lump together all other products (including farm products 
in processed form) we find a drop of but 32 per cent in 
average price, a gain of 10 per cent in average per unit 
purchasing potrer, at tvholesale. 

The records of average price change for farm crops and 
animal products, in raw state, show no differences. If, how- 
ever, -^re distinguish farm products ready for consumption in 
raw state (garden truck, milk, potatoes, eggs, etc.) from tliose 
subject to processing before use, we find a considerable dif- 
ference in price behavior. While ratv consumers’ goods, 
among farm products, lost 24 per cent in average per unit 
purchasing power, ratv producers’ goods lost 41 per cent. We 
find here an example of a common rule, that price vicissi- 
tudes, both falling and rising, are greater among producers’ 
than among consumers’ goods. 

A comparison of the situation at the depression lotv tvith 
that of pre-War days is possible by means of the follondng 
index numbers.^ The results of price decline during the first 

PER UNIT PURCHASING POWER, AT WHOLESALE 





July 

February 


jpis 

jp 3 S 

ipsp 

1933 

Products of American farms, raw 

100 

92 

102 

66 

All other products 

100 

102 

100 

110 

Crops, raw i 

100 

91 

102 

66 

Animal products, rawi 

100 

89 

98 

6s 

Products of American farms, raw 





Producers’ goods 

lOO 

88 

99 

59 

Consumers’ goods 

100 

105 

112 

85 


1 These index numbers include all raw crops and nnr animal products, of 
American and foreign origin. The index numbers in the preceding table 
included only products of American farms. 

(Foolnote s concluded) 

actual purcliasing power of farmers these are not the most significant dates, 
for account should be taken of the seasonal marketings of farmers. Changes 
in the aggregate purdiasing power of different economic groups during the 
recession are discussed in later sections. 

*Thc price indexes from which these measurements of purdiasing poiver 
dianges are derived are given in Appendices III and IV. 
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post-War recession, idiich by 1921 had carried raw American 
farm products 18 per cent below their pre-War exchange 
parity with other commodities and which left them in 1922 
with an 8 per cent disparity, were slowly corrected. By July 
1929 the position of raw farm products in wholesale markets 
was approximately the same as in 1913. In the precipitate 
drop that followed, their per unit worth in terms of com- 
modities in general, at wholesale, fell to a level 34 per cent 
below that of the pre-War base period. Other commodities 
(a much more heavily weighted group, of course) showed 
an increase of 10 per cent, in per unit purchasing power.‘ 

5 Agricultural cconomisLs usually compare post-War prices with average 
prices prevailing during the five years, August igo^-July 1914. This broader 
base is taken as more representative of pre-War conditions than any single 
year could be. For general comparative purposes the situation in 1913 is 
used in this study as representative of pre-War conditions, but it is desirable 
that the degree of difference between figures on the ttvo bases be noted. 
Changes in {mrehasing poucr, per unit, between 1910-14 and selected later 
dates arc shown in the following table. The figures arc derived from indexes 
of wholesale prices. (The base is the avcnigc of the five calendar years, 
1910-14, inclusive.) The general relations shown in this table between raw- 
products of American farms and all other products arc much the same as 
those found when the 1913 base is used. The use of the wider base changes 
the relative positions of crops and animal products, and lowers somewhat 
the post-War figures for raw farm products ready for consumption. 

PER U.N1T PURCHASl.NC POWER, AT WtlOLESALE 

/p/0- July February 




J ^22 

/pap 

/p ^3 

/pip 


Products of American farms, raw 

100 

87 

98 

C8 

97 

62 

All other products 

100 

103 

101 

109 

100 

1 1 1 

Crops, raw* 

100 

84 

91 

62 

93 

61 

Animal products, raw* 

100 

9 ‘ 

99 

72 

100 

64 

Products of American farms, raw 

Producers' goods 

100 

84 

92 

59 

91 

56 

Consumers' goods 

100 

97 

to6 

9 ' 

104 

79 


• The index numbers of prices of crops and animal products include the 
prices of a few imported agricultural products. 
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PRICES AT THE FARM AND PRICES PAID r>Y FARMERS 

If Me take account not of buying and selling prices at 
ivholesale but of prices received at die fann for goods sold 
and of prices actually paid by fonners for goods diey buv 
we secure a someivliat different picture. These index num- 
ber ® dioiv diat die actual buying and selling position of the 
farmer iras materially ivonse in Februaiy 1933 dian is indi- 
cated by the irholesale prices of rair fann products and odier 
products. In forty-three niondis the actual ivordi of a luiit of 
fann products, in temis of the goods the fanner needs for 
production and family maintenance, iras reduced 43 per 
cent. 

J::h 

ic:p 

Commodities sold: avemge prices at farm 100 

Commodities bought: ax'erage prices paid by fanuers 100 

Commodities sold: average purchasing power per unit 

The degree of loss in per unit pnrcliashig poiver ynried, of 
course, from group to group of farm products. For grains the 
loss from July 1929 to February 1933 iras ^17 per cent, for 
cotton 54. per cent, for meat animals 52 per cent. The aveinge 
per unit irorth of ponltrr products declined 39 per cent, that 
of fniits 36 per cent, that of dairy products 26 pei- cent, and 
that of tnick crops only 10 per cent.' It is noteivonliy that 

® Computed by die H. S, Bureau of Agriailttual Economics. Deta.ilec. Egrtres 
are given in Table S4. The measure of purchasing power is denied by 
dividing the indev of prices receiied bv farmers bv the index ot prices pain 
hy farmers for goods u.^ed in production and Eimily maintenance. 

' Burchasing power is mea.sured with referenre to the commoaities farmers 
buy. at retail. The general qualification preiiouslv r.oiea, relating to the 
significance of purchasing power figures for specific months, applies here 
also, Febmarv is not a month of heavy marheting by farmers. .A. longe.. 
period, such ns tlie crop or calendar year, should be used if changes in 
aggregate ptirchasing power are to be accuraiely measnied. .Aggregate pur- 
cha.sing power of farmers is disai.ssed in a later section. 
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more important than reduced output in lowering the phys- 
ical rewards of primary producers. 

Among the three groups of primary producers we find 
some notable differences. Producers of farm products and 
mineral products suffered roughly equal declines (from 30 
to 40 per cent) in aggregate purchasing power. For farmers 
this drop was due primarily to a loss in the real per unit 
value of their products; output fell only 1 per cent. Mineral 
producers actually gained in the real per unit worth of their 
products, but lost almost 40 per cent in volume of output. 
Hardest hit of the three groups were producers of forest 
products. With approximately stable per unit purchasing 
power, a decline of approximately 60 per cent in volume of 
output brought an equal drop in their aggregate purchasing 
power. 

The use of an index of wholesale prices in determining 
changes in the average purchasing power of these various 
producing groups involves some loss of accuracy, but no 
other general standard of comparison is available. For farm- 
ers an index of changes in the prices of goods purchased is 
to be had. This shows a loss of about 36 per cent in the 
average per unit purchasing power of farm products bet^v'cen 
1929 and 1932, which is very close to the estimate based on 
wholesale price changes. The reduction in the physical vol- 
ume of goods going to farmers ^vas approximately equal to 
the reduction in total physical output of the country, 36 per 
cent. The rewards of farmers in 1932 were not commensurate 
\vith their physical contribution to the total national produc- 
tion, but they suffered, in respect of aggregate command 
over goods, no more severely than did consumers at large. 
Their net cash income was, of course, more sharply curtailed. 
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Price Changes and Fabricational Margins During 

Recession 

The period of expansion that follon^ed the recession of 
1926-21 was characterized by die persistence, even in pros- 
perity, of a relatively iride margin betiveen die prices of 
finished goods and raiv materials intended for fabrication. 
The exceptionally ivide gap diat iras opened up during die 
price collapse of 1920 was only partly closed during die suc- 
ceeding years. Some elements of diis situation have been sug- 
gested in earlier sections. The weak competitive position of 
raw" material producers after the War, and die correspond- 
ingly strong position of manufacturing interests, irere related 
to this differential. In die United States concurrent improve- 
ment in mechanical equipment, ivith increased overhead 
charges, and the general acceptance in important manufac- 
turing industries of die principle of high ivages irere also 
factors in ividening the price spread betiveen rair materials 
and finished goods. In considerable part die gains made by 
labor during the ^Var ivere maintained during the recession 
of 1920-21; during the follow'ing decade irage rates and labor 
costs in manufacturing ivere high, as compared iritli pre-'War 
levels. Certain fortuitous circiunstances, discussed in Chap- 
ter II, served to sivell currendy available purcliasing poirer 
and to maintain the volume of production and trade in die 
United States during the years preceding the 1929 break, in 
spite of a relatively iride fabricational margin and of rela- 
tively high prices to final consumers. 

Our immediate concern is w'idi the effects of recession on 
this situation. Past experience, and consideration of die rela- 
tive flexibilities of different elements of production costs, 
lead us to expect a much sharper drop in die prices of mate- 
rials than in the prices of finished goods, irith a resultant 
■widening of the relative, if not of die absolute, margin be- 
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r»Teeii the prices of ra^e and of finished goods. With the 
av'ailable data various methods may be c-mployed to trace the 
changes brought by recession in the price relations that de- 
fine this margin. We turn first to an examination of com- 
posite index numbers of the prices of processed goods and 
of rav.- materials intended for use in production. 

p.RiCE :.ro'.7:^.:EN'TS .v.mong r.vv.' and processed goods 

The follov.'ing index numbers relate to changes brought 
by the recession in the manufacturing differential. As is usual 




ALE PaiCES 


July 

February 


irjic, 

^93) 

Prorluccrs' goods, rs'/r 

100 

4S 

Mzr.uizauTcd goods, zll 

100 

C 9 

P,zt:o of ir.dooi of prices 0 : irjiniihclured goods 

to In- 


dec of price, of rav; producers' goods 

IXJO 



during recessions, the price drop among rav/ materials in- 
tended for fabrication v/as distinctly more precipitate than 
among manufactured goods. "Wages and salaries, charges on 
capital investment, rent and other relatively rigid elements 
of cost serse as effeaive brakes on the decline in prices of 
manufactured goods, v/hile the greater possibility of control- 
ling supply renders maintenance of prices easier than among 
most rav/ materials. Moreover, differences in the duration 
of production processes and in durability may be important 
causes of differences in the price flexibility of different goods. 

The significance of this shift in relative values may be 
more clearly revealed if v.e assume that producers of ratv 
materials exchange their goods directly for the manufactured 
commodities made from them. The ratios at the foot of the 
preceding table define this relation. In February* 1933, 1 - 4 ^ 
units of rav/ materials v/ere required to purchase that quan- 
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diy of manufactured goods tliat one imit of imr materials 
ivould have purchased in July 1929- Over forty-tlrree montlis 
die per unit purdiasing poiver of raiv materials had declined 
notablv; in die absence of compensadng clianges, this loss 
ivas bound to have its effect on the volume of finished goods 
that could find a market. 

The same comparison, on a pre-^\■ar base, is made below. 


Producers' goods, raw 
Manufactui-ed goods, all 

Ratio, manufactured to raw 


WUOLESAIX PRICES 

Ji.dv February 


Ipl^ 


Jp-P 

■<■055 

ICO 

127 

15-i 

66 

100 


^53 

105 

1.00 

1-22 

1.1-1 

1-59 


Because of die gap between die prices of raw 

goods and of manufactured goods alreadv 

Sie situation here disclosed is blacker dian 

the preceding table. Raw materials for use m 

in February 1993 at prices 34 per cent belon ^ 

while goods indie intennediate or finished sta / \ 

cadon process sold at prices 5 per cent ^^ove 19 . pr - 

Even more striking are die shifts that 

relations between I'aw and processed j^o s^as . 

A constant quantity of manufactured g^ods. 

piirdiased fm- a single unit of raw ^ 

wordi 1.22 units of i-aw materials in ^ jg ^ot 

1929. and 1.59 emits m Februai} exchange between 

accurate to picture a'considerable vol- 

diese two broad groups of pioduce shift 

nine of goods is so excliaiiged.^ n t ns established 

in relative values ivas revolutionai . ‘ altered mate- 

relations throughout the ecouonuc “““ 

rinllv tire dismbution o£ chau'res in the 

To secure a clearer ''"f - 

nianiifacturing differential dun ^ 
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Febi'iiary 1933. The corresponding ratio for animal products 
in February 1933 Avas 1.59, for mineral products 1.14, and for 
the subgroup of metal products 1.29. 

With reference to a pre-War base, die 1933 situation shows 
even more extreme changes. Crops and animal products, the 




WHOLESALE TRICES 

July 

1022 1020 

February 

1933 

Crops: 

rrodiicci's’ raw 

100 

IS/ 

137 

52 

Processed 

100 

146 

1-13 

93 

Ratio, processed to raw 

1.00 

1.15 

1.04 

1-79 

.■Inimal products: 

Producers’ rarr 

100 

J30 

14S 

50 

Processed 

100 

150 

167 

9« 

Ratio, processed to raw 

1.00 

1.15 

1.13 

1.82 

Miuerals: 

Producers’ raw 

100 

t-io 

135 

94 

Processed 

100 

159 

15= 

12s 

Ratio, processed to rate 

1.00 

1.14 

1.13 

1.30 

Metals: 

Producers’ raw 

100 

121 

I2S 

Si 

Processed 

100 

151 

164 

J33 

Ratio, processed to raw 

1.00 

1.2", 

1,28 

1.64 


■weakest in economic position among primary products, ex- 
perienced the greatest ■svidening of the fabricational margin. 
In both groups raw materials dropped, in February 1933, to 
approximately half dieir 1913 price, ivhile die coiresponding 
maiiufactured goods declined less than 10 per cent. In ex- 
change for constant quantities of finished goods of die same 
class, approximately So per cent more, by volume, of each 
type of raiv material iras required dian in 1913. Here ivere 
probably the most extreme shifts in exchange relations that 
occurred in the price s)'stem. Ra-w minerals intended for 
fabrication ivere in better position; the lo-sv price of the de- 
pression ivas only slightly below die 1913 price; processed 
goods ivere some 20 per cent above. The measurements for 
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Other categories o£ commodities sho^r die same general 
movements. ^\^e may briefly summarize die shifts in excliange 
relations betireen various categories of goods. Detailed mea- 
surements are gh'en in Appendices III and "We cite here 
merely die ratios of die index numbers of processed goods 
to diose of (or semi-finished) materials, recalling that 
such a ratio measures clinnges in die physical volume of 
raic materials exchangeable for a fixed volinne of processed 
goods. 

Between July 1929 and Febniaiy 1933 die ratio of die price 
index of processed consumers’ goods to die index of produca-s’ 
goods intended for lunnan consiimpdon inaeased from 1.00 to 
1.43; betiveen 1913 and February 1933 die ratio ino'eased fi'om 
1.00 to 1.77. 

Breaking die above group of consnmei's’ goods into foods and 
non-foods, ■we find no substandal difference benveen diem during 
the recession. 0\-er a longer period diere teas a notable differ- 
ence, however. Betweai 1913 and February 1933 die ratio of die 
price index for finished food products to die price index for 
unfinished food products ina'eased from 1.00 to 1.53; for non- 
foods, among consuniei's’ goods, die inaease ivas from 1.00 to 
1.97. A greater degree of fabrication -with corresponding iinprove- 
nients in quality -would account for pai t of die iridening of diis 
particular differendal, but hardly for all. 

Between July 1929 and February 1933 the rado of the price 
index for processed goods intended for use in capital equipment 
to the corresponding price index for ratr materials inaeased 
from 1.00 to 1.39: between 1913 and February 1933 die rado in- 
aeased from 1.00 to 1.65. The relative costliness of capital equip- 
ment. -wliicli teas a conspicuous feature of die decade of die 
‘tiventies. ivas markedly accentuated by the -widening of diis 
particular price differential during the recession. 
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rather than monthly values tends to lessen tills margin. More 
important is the fact that the processed goods represented in 
tlie above index are not highly fabricated products. Simple 
processed goods are closer to imv materials, in tlieir price 
movements, than are highly fabricated goods. 


M.-VXUFACTURIXG COSTS. 1929-1933 

The recession of 1929-33 teas marked, as have been otlier 
recessions, by a fall in the prices of rai\’ materials miicli more 
severe than that for finished goods. The various costs of 
fabrication were not reduced during tliis decline bv amounts 
equal to the drop in material prices. So miicli we leanr from 
the records of tvholesale prices we have been reviewing. But 
■we do not get from tliese figures detailed information con- 
cerning the relations betiveen the changes in different fabri- 
cational costs and. indeed, such information is not to be had 
from ordinary price quotations. Records of the Census of 
Manufactures contain data bearing on this question. "We may 
revietc tliem for light on die course and cliaracter of liquida- 
tion in manufacturing industi'ies. Changes in prices and costs 
in manufacturing industries at large are defined in the next 
table and are slioivn gTapliically in Figure 6.^-'’ The measure- 



5 E 1 X 1 .\C 

COT" OF 

COST OF 

FABRiaATiON 

LABOR 

OATRHEAD 

COSTS PLUS 


PRICE 

MATERIALS 

PLUS PROFITS 

COST 

PROFITS 

ipl^ 

100 

100 

100 

100 

200 

jp:p 

100 2.15 

IDO 156 

200 266 

lOo 157 

100 172 

ipjii 

7S 113 

74 

S4 140 

^7 Ku 

S2 141 


66 96 

63 S5 

72 120 

75 “7 

71 122 


is Foi- an c-\planatton of the derivation of tliese measurcnients. see Ecotwmic 
Tritncuch-s hi the Uiu'ten States, pp. SS-g. The index numbers in that book 
have been revised slightly in preparing the present table. Index numbers 
for other Census years are given in .Appendix VI. 
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factured product. A lag in die reduction of manirfacturing 
costs is, of course, to be expected. It is here that the more 
rigid components of price are found. Changes in ttvo ele- 
ments of diese fabricational charges are shomi by entries in 
the remaining colunnrs of die table. These indicate that 
labor costs per unit of product fell some 25 per cent, rchile 
the composite of or erhead costs plus profits declined 29 per 
cent. (It is to be noted that the 1929 index of overhead costs 
plus profits was reladr ely high, some 6 per cent aboi'e 1927, 
■while labor costs per imit m 1929 were 7 per cent belorv 
1927* Subsequent declines are to be interpreted widi these 
facts in inmd.) 

One of the most interesting features of diis table, and one 
drat points to certain disdnctive aspects of die 1933 situa- 
tion. is found in the failure of the index numbers derii’ed 
from Census data to agi'ee rddi measurements based on direct 
price quotations on manufactured goods. The differences are 
clearly revealed by the following mdex niunbers relating to 
die average sellmg prices of manufactured goods. The drop 

Jc;p Ip^I xppp 

Prices lealired by msnu&.ctureis (^Ce'r:.s:;s dc.ia) lOO 7S 66 

Prices quoted in wholesale ra.-.rkets (.Yitt/orrai 
Pt.Tt'.rr; of Ecor.ordr Reser.rch} too 5 i 76 

of 34 per cent in the average prices realized by manufacturers 
is substantially gi'eater than the decline of 24 per cent shorvn 
by die index based upon prices quoted m rvholes.ale markets. 
Indeed, the decline of 34 per cent appears to be inconsistent 
rvith die wirious bits of evidence preiiously presented, iv'hidi 
indicated a considerable expansion hi the manufacturing dif- 
ferential during the recession. This expansion appeared to 
be the result of the lag-ging adju.«;tment of die final selling 
prices of manufactured goods to the sharp price declhies oc- 
curring in die markets for raw materials. Yet die 34 per cent 
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during die decade 1910—29. in ivhicli fi\ e biennial compari- 
sons of realized and quoted prices are possible, ven' dose 
agi'eeinents irere recorded.-* But irhen the composition of 
die stream of manufactured goods changes, idiether because 
of quality dianges or of shifts in the relative importance of 
goods in dififei-ent price dasses, the index of realized prices 
will differ from an index relaung to quoted prices on goods 
of standard quality. 

During die recession fix»m 1920 to 1033 changes of four 
different ti'pes raav have affected the price records of manu- 
factured goods. 

1. Reducuon of prices of standard goods, vdthout change in 
quality. 

IS The iollDiving index niirabexs of the average selling price of inamifecriired 
gtxxis bear upon this point; 

mcrs QfOTET' LX rniCE? nnAxirm bv 
ivHOtrsAir MV5.xm? sr.vxiTAcrrcnrss 
A'c.'!?*;,-;;’ Suren:.- of 

Sese.r.rr.':’) (Cr.ns'i? nsin) 
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This change would be reflected equally in quoted and 
realized prices. 

2. Reduction of prices, accompanied by a lowering of quality, 
but without change in names or apparent standards of manu- 
factured goods. 

This change would be reflected equally in quoted and 
realized prices. However, part or all of the reduction of ma- 
terial costs, or fabrication costs, would be due to the lowering 
of cjuality and would not represent an actual reduction of the 
market prices of materials, or of fabrication costs for work of 
constant quality. 

3. Shift by manufacturer and consumer to goods of lower price 
and quality, without change in the actual or quoted price on 
goods of constant quality. (A larger proportion of the total 
manufactured product would consist of goods of lower qual- 
ity and lower price.) 

This shift would not be reflected in quoted prices, and 
would thus not affect the current price index numbers. It 
would, however, be reflected in the average price realized by 
manufacturers. The average cost of materials, per unit sold, 
or the average cost of fabrication, or both, would also be re- 
duced. 

4. Undercover cutting of prices on standard goods, without 
change in quality and without change in quoted prices. 

This price-cutting tvould be reflected in realized prices. The 
average cost of materials, per unit sold, would not be reduced, 
but the average cost of fabrication per unit sold tvould be 
lowered (since profits per unit arc included in the aggregate 
‘value added’ from tvhich cost of fabrication is estimated). 

It is impossible to determine, in quantitative terms, the 
relative importance of these four types of change. It is not 
to be doubted that movements of the first type, involving 
straight price reductions for goods of standard grade, were 
highly important, indeed, most important, in bringing about 
the observed price changes of the recession period. There 
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ivei'e doubtless, also, movements of the fourth t'j’pe — under- 
cover cutting of prices, not reflected m current qxiotations. 
Altliough definite e^'idence is lackmg. it is a mattei* of general 
knowledge tliat dirring tlte mondis of most severe depression 
goods of many kinds ■srere being sold at special prices. It is 
a fair assumption, therefore, that part of the divergence be- 
tween realized and quoted prices is attributable to diis 
source. The most important factor in diis di\'ergence, hots'- 
ever, was probably a reduction in the grade of manufactured 
goods marketed, due largely to a shift bv manufacturer and 
consumer to goods of lower price and quality. Accommoda- 
tion to a lots'er income tsns effected by the typical consumer 
dirough the purcliase of clothing, shoes, automobiles, and, 
to some extent, foods from lower price classes. In the mam, 
this also meant goods of lotver average quality. As a mass 
phenomenon diis moi’ement i\-as probably more important 
during die recent depression than in any depression through 
M'hicli die present generation has passed. 

Evidence of tivo tj-pes bears on this shift. For automobiles, 
a commodity of considerable importance in the domestic 
economy of die United States, we have records shoivang pro- 
diicdon by price classes in different yeara. In 1929, 54, per 
cent of all cars produced ivere priced, at wholesale, at $500 
or less. In 1933 the coiTesponding percentage ivas Si. Further, 
we may note that in 1929. iS-6 per cent of all cais produced 
were priced at more than S750: in 1933 the prices of only 4.5 
per cent exceeded S750. at wholesale.’'' Of course, diis change 
was due in some degree to straight price reductions, but in 
die main it reflected a real shift by buyers to cheaper cars. 
(This shift was stimulated in part, of course, by a consider- 
able improvement in the quality of the cheaper cars.) The 

- 5 See X.iac>n3l .-Uitpmol'ile Chamber ot Commerce, Fcc;s end 

1054 ed.. p. 22. 



PRICES IN RECESSION AND RECOVERY 


124 

net result of such a shift would be just such a reduction in 
the average price realized by manufacturers as ^ve have ob- 
served, a reduction that docs not reflect an actual decline in 
quoted prices on standard goods. 

Equally revealing is evidence of another sort. We bring 
together below measurements relating to the declines in the 
average prices of materials of manufacture and of finished 
goods during two post-War recessions. The first two entries 

Percentage elecline 



J9’9- 

iej2^ 


7^2/ 

193 } 

Producers' goods, .-dl, rvliolcsalc 

29 

32 

Producers' goods, m\v, wliolcsalc 

.JO 

40 

Cosl of materials, per unit of manufactured goods 

23 

37 

Selling price (reali/cd), per unit of manufactured goods 

21 

31 


relate to changes in quoted prices in wholesale markets, for 
producers’ goods in general and for raw producers’ goods. 
These classes arc not identical with the ‘materials of manu- 
facture’, but such materials, raw and semi-finished, come 
from the broad classes of goods represented by these two 
entries. From 1919 to 1921, when raw producers’ goods were 
declining 40 per cent in price, and all producers’ goods were 
dropping 29 per cent, the average cost of materials, to manu- 
facturers, declined only 23 per cent. From 1929 to 1933 raw 
producers’ goods, as priced in wholesale markets, dropped by 
exactly the same percentage .as from 1919 to 1921, and the 
general gioup of producers’ goods fell only slightly more than 
in the first post-War recession. "With conditions in respect of 
quoted prices of ‘materials’ thus almost identical, we should 
expect to find approximately equal declines in the average 
cost of materials to manufacturers, in the two recessions. In- 
stead, we find a drop of 37 per cent, from 1929 to 1933, as 
compared with a drop of 23 per cent from 1919 to 1921. We 
may note that the latest drop in the average cost of materials 
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to itiatiiifncttirei's. per unit of goods produced, almost 
equalled the decline in the aA erag'e price of raic producers' 
goods, at "wholes.ale, altliough manufacturex's' ‘materials' in- 
chide semi-finished goods and supplies of all sorts. 

The notable redxxction between iQSg and 1953 in the cost 
of materials entering into a unit of manufactured goods 
might have occixrred as a result of 'skimping', tlxe use of less 
material per unit of finished goods; it might have resulted 
from a loxvering of the averag-e quality of materials purchased 
for manufacttxre. It might, finallv. liave been due to the gvn- 
eral concentration of manufacturex's on the production of 
finished guods of lo\eer average quality and price. Such a 
shift to guods of lower gmde might or might not involve 
skimping, or the use of materials of poorer quality. To some 
extent dte rece.sston undoubtedly bxx»ught a reduction in the 
real quality (and price) of goods represented by current quo- 
tations (a chang-e of tvpe 2). In greater degx'ee. hoxcevet', the 
lowering of the cost of materials was pxobably dxxe to a shift 
on the part of manufactixrei-s to the pxx>duction of goods in 
the lower price mixges with no xxecessary redxxction in the 
qxxality of tliese cheaper goods (a change of type 3). Only a 
shift of this sort xvonid account for the dix eigence betxreen 
quoted axid realised prices that xvas so marked a featxxre of 
tlxe 1 953 situatioxi.-^ 

ss Comparison, by indwstries. of nxcasurtments of changes in average quoted 
prices and in avemge prices realired bv manufactiu'ers indicates that the 
chief dh'ergences occurreci in the industries listed below, tt was in these in- 
dustries. presninnbty, that there occurred pronounced shifts to the production 
of goods of lotver average price. The list is not exhaustive, for qut>te<i prices 
are not available for all industries, for comparison with the prices realized 
by tnannfactureis. 

Flour and grain mill products Lumber 

Cotton goods Rubber products 

■Woolen .ann worsted goods Paper 

Boots and shoes 
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Changes over a longer period are shown by the entries 
on the 1914 base (see table, p. 117). Both 1914 and 1933 were 
years of depression (the latter much more severe, of course), 
and the comparability of the measurements is thereby im- 
proved. In 1933 the average .selling price of manufactured 
goods was 4 per cent lower than in 1914. Changes in the two 
components of tliis price were markedly different. The aver- 
age cost of materials in 1933 was 15 per cent below the 1914 
cost; the cost of fabrication, including profits, was 20 per cent 
above. Tliese figures define one of the most striking changes 
in the American economy during the last two decades. It is 
true that quality changes obscure somewhat the direct com- 
pari.son of costs. An inci-easing degree of fabrication has been 
a long-term tendency in American industry, and this factor 
would tend to increase costs of fabrication, relatively to mate- 
rial costs. A shift, in 1933, to goods of lower average quality 
would also tend to reduce cost of materials. But the notable 
expansion in the manufacturing margin between 1914 and 
1933 cannot be explained in terms of these movements, alone. 
Tlic increase in the costs of fabrication during and immedi- 
ately following the War persisted during the decade of the 
’twenties and survived the rigors of tlie most recent decline. 
The cost to the final consumer of a fixed task of fabrication, 
as this cost enters into the selling price of the finished goods 
he buys, was notably higher in 1933 than in 1914. 

The changes in manufacturing costs between 1929 and 
1933 were in some respects unlike those of the period 1919- 
21, as we have noted in one of the preceding comparisons. 
The periods are not strictly comparable, it is true, because 
the phases of the two depressions do not agree. But a further 
comparison of the net changes over these periods tlirows light 
on some of the distinctive features of the latest decline. The 
more recent recession, which covers two Census intervals. 
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may be follo^ved over a t^ro-year and a fonr-year pei'iodd' 

Ptrccnfage decline 


Arerage selling price (realized) of manu- 

Ip£p-IpZT 

IpZQ-Xp^X 

IQZp-Ip- 

factured goods 

21 

00 

54 

Average cost of materials, per unit of 

product 

23 

26 

37 

Fabrication cost plus profits, per uirit 

of product 

17 

16 

2 S 

Labor cost 

5 

15 

25 

Overhead, plus profits 

26 

iS 

29 


In comparing diese figures -we should observe tliat die 
recession diat initiated die current depression began in die 
summer of 1929. ivhereas die peak of production during 
die firet postA\m' boom ims not readied until die early 
autumn of 1920. Thus 1933 stands four fulltyears removed 
from the beginning of die recession idiereas the entries for 
1921 relate to a period but one yeai" later than die beginning 
of die fii'st postA\\ar decline. These differences in timing are 
to be kept in liew. in addition to the differences in the dura- 
don and severity of the ttro recessions. 

The drop in die average selling prices of manufactured 
goods from 1929 to 1933 iras mudi more severe than the 
dedine from 1919 to 1921. (A shift to goods of lower aver- 
age quality plaved a considerable part in this decline, as ire 
have alx'eady noted.) Liquidation iras not only more pro- 
tracted: it cut deeper. Cost of materials dropped 57 per cent, 
as against die earlier drop of 23 per cent: fabricadon costs 
(plus profits) fell 28 pei- cait. as against the 1919-21 decline 
of 17 per cent. 

A su-iking difference betireen die periods is found in die 

I'Tlie datti for ipip-2i relate to 5? manufacturing industries, those for ipso- 
gi to 1 12 industries and those for ipep-gg to ?2 industries. They are thus 
not fully comparable in detail, but the samples may be accepted as representa- 
tive of manufacturing industries in general. 
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relative movements of the two elements of fabrication costs. 
Labor costs per unit of product declined but 5 per cent be- 
tween igig and igsi. Tlie greater decline in the recent 
period, 25 per cent, is probably due in part to the time factor 
previously noted. Labor costs are usually difTicult to reduce; 
an extended spell of liquidation brings more drastic cuts 
than docs a briefer depression. Indeed, it is notable that the 
reduction in labor costs was greater from ig3i to ig33 than 
from igag to ig3i. For all the other elements recorded the 
decline was retarded in the second of these two-year periods. 
The declines of overhead costs plus profits, per unit of prod- 
uct, were approximately equal in the two periods of post- 
war recession— 2fi per cent between igig and igei, eg per 
cent from igeg to ig33. But the later drop, though approxi- 
mately equal tin magnitude to the earlier, was slower and 
more protracted. The fall during the first two years of reces- 
sion was substantially less than from 1 gig to igei. 

The reasons for these differences arc many. The greater 
relative importance in the recent period of overhead expenses 
proper is undoubtedly one factor. More machinery was in 
use per employee in igeg than in igig. Furthermore, most 
fixed elements in cost were more strongly entrenched in 
igeg, after eight years of relative price stability, than they 
were immediately after the sharp price changes of the War 
years, and thus offered greater resistance to reduction. In 
addition, the greater magnitude of the decline in volume 
of manufacturing production after ig2g rendered more diffi- 
cult the downward adjustment of fixed costs, on a per unit 
of product basis. Finally, the price drop that began in ig2g 
was much more gradual than that of ig20, and business men 
■^vere sloAver to accept the idea that the pre-recession price 
level would probably not be restored. So long as men thought 

18 In 1919 overhead expenses plus profits constituted 18 per cent of the total 
value of product: in 1929, 24 per cent. 
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dation, indeed, it is to be expected that the two major ele- 
ments of this composite will move in opposite directions. It 
is not possible, using the data of the Census of Manufactures, 
to break this composite item into its component parts. We 
may, however, make use of records contained in Statislics of 
Income, issued by the Bureau of Internal Revenue, in esti- 
mating the relative changes in overhead costs and in profits, 
per unit of manufactured product.^® These estimates, and 



7927 

1929 

jpji 

•fP 33 

Overhead costs, per unit of product 

100 

103 

117 

92 

Profits, per unit of product 

100 

>>9 

(deficit) 

>5 


they are, of course, only estimates, show a slight advance in 
overhead costs proper between 1927 and 1929, and a substan- 


(Foatuotc If concluded) 

DATA FROM CHNSUS OP MANUPACTURTS, 1929 
{tnilliom of dollars) 


Total direct costs (wages, materials, fuel, 
purchased energy) 

Overhead plus proftts, other than salaries 
Salaries of principal ofTiccrs 
Salaries in central offices 
Other salaries 
Total salaries 

Overhead plus profits, total 
Total value, manufactured products 


16,069 

9<5i 

600 

2,631 

4 . >95 


50 .> 7 > 


20,264 

70.435 


20 The ratio of net income to gross income was computed for the four years 
1927, 1929, 1931 and 1933 from data for corporations published in Statistics 
of Income. Only data for those industries included in the Census sample 
were used. These ratios were then apiilicd to the 'values of product’ reported 
in the Census for the corresponding years, yielding a scries of dollar figures 
representing profits. A similar series for overhead tvas obtained by subtracting 
the estimated profits from the Census 'overhead plus profits.’ These two 
series were converted to relatives on the 1927 base, and these were divided 
by index numbers of physical volume of production on the same base. The 
resulting scries, in relative form, provides the figures given in the text. 

In these calculations tax-exempt income (dividends and interest on tax-free 
government bonds) is excluded from both net profits and gross income in 
order to avoid attributing to manufacturing operations much of the income 
derived from other sources. 
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tiai increase, amoimting to 14 per cent per nnit of product, 
during the next tvro years. Xiie spreading of overhead costs 
among a smaller munber of phpical imits t\-as the imme- 
diate reason for tliis advance durmg the first years of die 
recession, Betireen 1031 and 1033, hotrever, average overhead 
costs, per nnit of product, dropped £2 per cent. This left 
ovei'head costs per imit still liigh. in comparison ndth more 
flexible elements of selling prices, but the etidence of sharp 
slashins: of obdurate fixed costs between 1031 amd 1033. in 


the face of declining volume of output, is impressive. 

Profits per unit shai-ed in die expansion preceding the 1020 
break, advancing no less than 10 per cent from 1027 to iQ£Q. 
Hie next two ye.ars wiped out ail profits, ieating manufac- 
turing mdustries icith a net deficit. By 1033 profits were 
agadn appearing although on a per nnit basis diey amoimted 
to only 15 per cent of 1027 rettuns. 

Tlie maior conclusions to be drawn from this general sim- 
vey of liquidation among manufacturing industries, betiveen 
192P and 1933. may be briefiy summarized. 

AlthouErh the senexai drop in prices was less severe than in 


the 1Q20-21 recession, the prios of manufactured goods were 
miiCii more sharplv i-educed in the latest recession, 

hlaterial costs and selling prices irere reduced by manufsc- 
itirers, in the iQSO-33 lecession, through a lowering of the awer- 
age qtiaiitv of goods purchased and sold. (This process mere-y 


(and price'* was a distinctive feature of this lecession. 


Labor costs were much more severely cut 


me 1920—35 re- 


cession than in that of 1020-21. 

As in all recessions, die cost of fabrication increased, relatively 
to final selling price, in the 1020—33 decline. Since such co^ts 
were alieadv high, piior to the recession, me labncational mar- 
gin was exceotionallv v,ide in 1035- Tms fact was in part con- 
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cealcd, in tlie records of realized prices, by the shift to materials 
and finished products of lower average quality. 

Overhead costs per unit actually increased, between 1929 and 
1931, but were cut some 20 per cent during the two following 
years. Profits per unit disappeared in 1931, but in 1933 they 
averaged 15 per cent of the 1927 returns and 13 per cent of the 
1929 returns. 

Faced by the numerous diniculties of production and mar- 
keting raised by the recession, manufacturers sought to adapt 
tlieir costs to the reduced incomes of consumers by shifting 
to goods of lower quality, sharply reducing labor costs and 
cutting the sluggish elements of overhead. Efforts in these 
directions were especially strong between 1931 and 1933. 
Advances in prochictivity furthered these efforts to reduce 
costs. Nevertheless, voltime of production was seriously cur- 
tailed and the fabricational margin that represents the cost 
of manufacturing processes was widened, relatively to gen- 
eral prices. 

On the Incidence of Recession among Manufacturing Industries 

The use of averages for all manufacturing industries in defin- 
ing changes in selling prices, fabrication costs, etc., gives a mis- 
leading impression of uniformity of behavior among these indus- 
tries during a general industrial decline. No such uniformity 
prevails, of course. 7'here is wide diversity in the response of 
manufacturing industries to the forces of recession, as is strik- 
ingly revealed by the scries of frequency distributions in Table 
6. These distributions arc constructed from measurements relat- 
ing to changes in production, selling price and the various ele- 
ments of selling juice for 82 manufacturing industries. (The 
unit, be it noted, is a change in a single industry or in a group 
of closely-related industries, not in a single establishment.) 

The median values of the items entering into these various 
distributions differ, ranging from 69. 4 for material costs to 78.4 
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for overhead costs plus profits, per unit of product. But our im- 
mediate interest centers in the evidence of diversity of fortune 
among the individual industries represented. In each distribution 
the range of values is considerable. It is significant that the varia- 
tion in output is distinctly greater than the variation in selling 
prices: there appears to be more cohesion among manufacturing 
industries in respect of prices than in respect of physical produc- 
tion. 

Among the components of selling price there is greatest dis- 
persion in changes in overhead costs plus profits. Wide variation 
in the composite of overhead costs and profits is to be expected 
during recession, since both elements are subject to extreme and 
usually conflicting changes at such a time. 

TABLE 6 

FREQUENCY DISTRIBUTIONS OF RELATIVE NUMBERS MEASURING 
CHANGES IN VOLUME OF PRODUCTION, IN SELLING PRICE 
AND IN CERTAIN COMPONENTS OF SELLING PRICE, IN 
8a MANUFACTURING INDUSTRIES, 1939-1933 


{All 

mcasttrements relate to changes per unit of product.) 




FREQUENCY 
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62 


1 

2 
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3 

55 

3 

5 

5 

1 

1 

3 

58 

2 

3 

3 

4 

4 

6 

6i 

4 

3 

5 

4 

7 

0 

64 

3 

7 

6 

4 

2 

6 


{Table 6 concluded on p. i$ 4 ) 
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TABLn 6 (cont.) 

FREQUENCY DISTRIBUTIONS OF RELATIVE NUMBERS MEASURING 
CHANGES IN VOLUME OF PRODUCTION, IN SELLING PRICE 
AND IN CERTAIN COMI’ONENTS OF SELLING PRICE, IN 
82 MANUFACTURING INDUSTRIES, 1929-1933 

(All measurements relate to ehanges per unit of product.) 


1 - R E Q U E N C Y 


INDEX NUMIirJtS 

(Number of industries experiencing stated change) 

(IP33 as per- 

Physied 



Fabri- 


Overhead 

centage of 

volume of 

Selling 

Material 

cation 

Labor 

costs plus 

ip 2 p ) 

production 

price 

costs 

costs 

costs 

profits 

67 
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5 
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5 

70 
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3 

73 
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5 
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6 

8 

3 

76 

5 

3 
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5 

2 

2 

79 
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■I 

5 

9 

7 

82 
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83 
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5 

88 

7 

8 
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3 
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3 
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5 
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•1 

97 
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1 

n 

#» 

•1 
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3 
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2 
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1 

1 
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1 

2 

1 

1 
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1 



I 
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2 


2 
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3 

118 



1 




121 




1 



124 





1 


127 

0 






130 






1 

133 and over 

3 =' 



1* 

2 ® 


Total 

82 

82 

82 

82 

82 

82 

Median 

75 -> 

72.7 

694 

78.1 

74 '5 

00 

Index of dispersion 1 2C.6 

14.2 

14.7 

14.7 

14,7 

18.0 


1 Hall the range between the two qiiartiles, as a percentage ol the median. 

2 One item in each of the follon'ing classes: 10, 13, 19. 

3 One item in each of the following classes: 136, 151, 208. 

< One item in the following class; 136. 

s One item in each of the following classes: 142, 157. 
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AGGREGATE PURCHASING POAVER OF MAN’UFACTURING PRODUCERS 

Pi"actically all excliang'es of goods todav are monetary 
transactions, in^•ol^•ing set prices. The pnrcliasing poirer of a 
given group of producers in tliese markets depends on tlieir 
aggi'egate money income and upon die ai'erage price paid for 
the goods bought. In tracing die effects of die recession on die 
pnrcliasing poirer of producing groups ire have already dealt 
ividi producers of rair materials. There ire noted drasdc 
reductions due, in die main, to declines in die average price 
of goods sold. The details of die picture are someirhat dif- 
ferent for agents of fabrication. 


Volume of manufacturing production 
.-Vi-erage price per unit for fabrication (i.e., cost 
of fabrication) 

Aggregate lalue added by manufacture 
.'Aggregate purchasing power of lalue added in 
irholesale markets 

.-Aggregate purdiasing power in terms of articles 
entering into cost of liring 





\oo 

75 

69 

100 

s-t 

72 

JOO 

63 

50 

100 

S2 

•■0 

loo 

70 

66 


These figures, irhidi relate to a large sample of hidustries 
for irhicli comparable data are available; indicate a drop of 
37 per cent in the money income of agents of fabrioition (as 
measured by aggregate 'value added ) betiveen 1929 i93^' 

a drop of 50 per cent, betiveen 1929 and 1933. (IVere data 
amilable for 1932 diey ivould slioiv a loiver level than in 
1933.) These declines are the resultants of severe drops in 
I’olinne of output, less sei ere declines in the ai erage price 
per unit received by agents of fabrication. 

Reduction in the aggregate money value of the sendees 
rendered by agents of fabrication did not entail an equal 
drop in tlieir real pnrcliasing poiver. The prices of the goods 
tliey purcliased declined also, of course. If tliese buying prices 
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be considered to have declined after 1929, on the average, 
at the rate of fall in general wholesale prices, the drop in the 
physical purchasing power of fabricators may be estimated at 
about 28 per cent, between 1929 and 1933. If the yardstick 
of change in buying prices be the cost of living index for 
industrial tvorkers, the drop in purchasing power may be 
estimated at 34 per cent. The true figure probably lies be- 
tween these limits. We may conclude that the physical vol- 
ume of goods that could be purchased by persons drawing 
their incomes from man\ifacturing industries declined ap- 
proximately 30 per cent between 1929 and ig33.‘* 

The above estimates of changes in the aggregate purchas- 
ing power of those drawing incomes from manufacturing 
industries are based directly upon Census compilations. 
Census and other records have been used by the Department 
of Commerce in making annual estimates of the total income 
disbursements by manufacturing industries." These figures 
have the value, for the present purpose, of including all 
elements of income paid out, such as dividend payments out 


Income paid out by manufacturing in- 

S929 

/pjo 

It)', I 



du.strics 

In millions of dollars • 

18,013 

' 5-910 

12,30.1 

8.5.13 

8,51.1 

In relative terms 

lOO.O 

88.5 

GS.G 


47-3 

Purchasing power of incomes paid out 
by manufacturing industries 

In wholesale markets 

lOO.O 

97-C 

89.G 

69-7 

68.4 

In terms of articlas entcritig into 
cost of living 

JOO.O 

90-1 

7G.6 

58-7 

62.1 


21 These estimates arc made on an annual basis because of the difTiculty of 
measuring, on a monthly basis, changes in the purchasing power of manu- 
facturing producers. The annual figures, of nccc.ssity, show clianges less 
extreme than those that actually occurred. 

22 Sec ‘‘Expansion in the National Income Continued in 1935” by R. R. 
Nathan in Siin'fy of Current Bu^incs^, July 1936, pp. 1.I-19. and "Income 
Originating in Nine basic Industries, 1919-1931” by Simon Kuzncls, Bulletin 
yt), National Bureau of Economic Rosearch. 
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of surplus. The inclusion of these items is desirable, in fol- 
^o^ving clianges in the actual purcliasing po^ver of industrial 
groups. The summary of these estimates indicates a drop of 
approximately 53 per cent benreen 1929 and 1933 in die 
actual money receipts of those receii’ing incomes from manu- 
facturing industries, a decline of 32 per cent in the purchas- 
ing power of such receipts, in wholesale markets, and of 38 
per cent in terms of articles entering into the average tvork- 
ingman’s budget.--'' These figures are not comparable, in de- 
tail, -widi diose previously cited, but they indicate declines 
* of somewhat similar magnitudes. "^Ve shall be reasonably safe 
in concluding, from diese several sets of figures, diat die 
depression reduced the purchasing pou'er of diose derii’ing 
incomes from manufacturing industries by from 30 to 40 per 
cent. (The lowest month of die depression would shotc a 
gi'eater drop.) This means diat die stream of physical goods 
(consumption goods and articles of capital equipment) and 
services produced to meet the demands of diis gi'oup was 
reduced about one-third. This was roughly equal to die de- 
cline in the aggregate purchasing potter of primary pro- 
ducers. an equality diat is not altogedier a coincidence. 


summary: 

CH.\XGES IN F.ABRICATION.\L M.ARGINS DURING RECESSION 

In its general oudines the history of die changes in manu- 
facturing costs between 1929 and 1932-33 is simple, parallel- 
ing experience during earlier recessions. ^Ve start in 1929 
ttidi a condition of relatively high fabrication costs, relatively 
low material costs. In spite of increasing productivity during 
die preceding decade, labor costs and overhead costs plus 

-s The piirchtisinEc poster of income paid out by manufacturing industries, 
in terms of articles entering into the cost of li'ring, >vas lower in 1932 
(41 per cent below 1920) than in 1953- 
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rigidities ts'ere broken and established pidces trere finally 
feeling die force of liquidation. 

This phenomenon of price disparity is not a novel feature 
of a business depression. Inequalities of price moi ement 
characterize all periods of recession and depression. But in 
magnitude, persistence and devastating effects die price dis- 
parides opened up during die recession and depression of 
1929-33 stand almost alone. An economic system probably 
less able than at earlier dmes to adapt itself readily to drasdc 
clianges tras exposed to disrupdve forces of excepdonal 
strengdi. and a condidon of almost imprecedented difficulty 
resulted. The necessary adaptations to this changed situadon, 
fundamental financial and physical readjustments of isdiicli 
price readjustments ivere but die manifestation, icere diffi- 
cult to accomplish. Pending dieir accomplishment, die eco- 
nomic s^'stem operated at a loir level of efficiency. 

The reasons for the loir efficiency of the economic system 
after a period of sharp recession are many, more dian ire 
may explore here. But one important consequence of price 
disparides (and of die disparate financial and physical con- 
didons that lie beliind price phenomena) ire must note— die 
ineirtable reduction in die volume of intergroup trade. 'i\'e 
found clear eiddence of diis in die declines observed in die 
aggregate pnrcliasing poirer of primary producers and agents 
of fabricadon. Tlie physical voliune of gnods that could be 
ptircliased iridi die money incomes received by each of diese 
groups dropped one-third, or more, between 1929 and 1933. 
Tlie price dianges experienced by the tiro groups irere 
iridely different, as irere also the reducdons in physical 
volume of output. But the interdependence of their fortunes 
is clearly indicated by die approximate equality of die losses 
suffered in physical income. 
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sepni'ate index. "W hile die general average of ivholesale prices 
was declining gS per cent, between July 1929 and February 
processed goods intended for use in capital equipment 
declined 21 per cent: buildmg materials dropped 24 per 
cent. The real ivordi of tliese goods in excliange for general 
commodities at tvholesale gained, correspondingly, by some 
25 per cent. Here teas an important barrier to die resumpuon 
of nonnal activity in the heavy industi ies.'-^ 

Ac the peak of prosperity in 1029, as tee have seen, capital 
equipment of all sorts ivas relatively high priced. Pressure 


We have po\i\tcd oiii above that procesjed goods destined for use in capital 
equipment are not neoetsarilv finished goods. But it is certain that the ulti- 
mate finished goods of this class experienced smaller price declines th.in did 
Uie aunmodities included in tiiis index. The index overstates the decline in 
Uie .at'CJttge prices of all types of fitiished capita! goods. 

.-V bias in the same direction is present in the figures relating to dtanges 
in steel prices during recession, because of the rigidity of freight rates. The 
Federal Trade Commission, in its report on the steel code, states that on the 
average realired steel prices are higher than tire basing-point prices whidr are 
used hr airrent index mimbers. 


Let p^^=^steel price in base ye.rr 
p>^=steel price itr gi\'eir year 
f =frerglrt charges in base ve.ar 
f =frejghc cit-arprs in gr'ven jear 

P ■!■£ 

Then — retire 'realired price' relative 

Po'br 


P . . . • 

'We use— =5he ‘basrng-poinl prree rerauve 

Po 

q \ ^^s'hen prices decliae. because of the rigidity 

F / n of freight rates) 

0 / r 0 


Since 


Then 


Po 


That is, the 'Kasing-point price' relative is smaller (showang a greater 
decline! than the ‘re.a!ired price' relative. Thirs. barring pncs-catting and 
contract .sales at prices b-dow current Quotations, published chan^ in steel 
prices o-.'c.asIaW the actual decline in prices paid by purchasers of steel. 
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from tlic demand side to^vards lo^ver prices was not strong, 
and conditions of supply tended to maintain high costs. Spe- 
cial circumstances in the building industries worked to the 
same end. "W^e should take account of this fact in appraising 
the price changes of recession. A longer perspective for the 
study of recent movements is provided by inde.x numbers on 
a pre-IVar base. The relative positions of the two capital 


I'1:R unit rURCHASINT. 
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July 

Frh. 



My 

Feb. 



UJ22 

102^ 

193) 

ipi3 

1^22 

rpsp 

1933 

Producers' goods for 







use in cipitnl equip- 
mem, processed i 

100 

'fi'. 

iGi 

12.1 

100 

I 1 I 

107 

>31 

building mnlcri:ds2 

KK) 

172 

l(](J 

128 

!(K) 

12.1 

j 0 2 

150 


1 index includes Iniildinj; inatcrinls; timi previously presented, .showing 
the decline fioin Jidy ir)‘.'() to February 1933, did not. 

2 The index of building material prices is that of the U. S. bureau of Labor 
.Statistics for 1913-^9. For the period following 1929 the index is one con- 
stiucied by the .National Hiircati of Fcononiic Research. In reducing whole- 
sale prices of building materials to terms of jiurchasing power, a deflator 
was secured by splicing the general wholesale price index of the National 
I 5 urc.au of Economic Rc'search to that of the I 5 iircau of Labor Statistics, 
on the 1913 base, at 1929. 

equipment groups are best indicated by the purchasing 
pots'cr measurements in the right hand column of the table. 
The substantial j^rice advantages enjoyed by sellers of capital 
equipment and building materials in 1922 had been reduced 
somewhat by 1929. Thereafter, the retarded declines of these 
goods during the recession resulted in further advances in 
their per unit worth, in terms of other commodities. In 
February 1933 such goods were worth from one-third to one- 
half more, in terms of all commodities, than in 1913- 

Tliis situation is the more striking in comparison with the 
relatively low prices prevailing at the early stages of the 
productive-distributive process. The preceding chapter pre- 
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sented a general account of tliis condition, sliotving the per- 
sistence of low prices of materials, relatively high fabrication 
costs and relatit'ely high prices of manufactured goods. The 
present evidence, relating to one important class of finished 
goods, confirms this. In the markets for capital equipment 
prices tvere high prior to the recession, and tliis condition 
became much more pronounced during the period July 
1 929-February 1 933.“° 

The existence, at the end of a phase of price recession, of 
relatively high prices for articles entering into capital equip- 
ment is a post-War phenomenon for tvhich there is little 
pi'ecedent in earlier economic experience. From 1907 to 
1908, tvhen all commodities at trholesale declined 7 per cent 
in price, processed goods intended for use in capital equip- 
ment dropped 12 per cent. This record may not be taken as 
representing a ‘normal’ reaction, but relative changes of this 
order were closer to the general pre-^Var experience dian 
tvere tlie movements occurring after 1920. In this earlier 
experience a check to demand for netr capital goods tras to 
be expected even before the peak of prosperity; thereafter 
botlr output and prices fell; mid-depression found relatively 
lo^v prices and Ioav production. The prompt revival of de- 
mand and early recover)' among industries producing capital 

-•< The folIo^Wng index numbci's, defining changes in the wiiolesaie prices 
oE raw pi'odnccrs’ goods intended Eor use in capital equipment are notably 
lotrcr than the measurements relating to procassed goods of the same general 
type, as cited in the preceding table. The ttro sets of index numbers are 
not precisely comparable, as to constitution, but their movements are broadly 
representative of the changes in prices of basic materials, in rate form, and 
the prices of more highly fabricated goods entering into capital equipment. 
The final figure given below shows raw materials of this type to have been 
"3 per cent lotv’cr in price in February 1933 than in 1913. while the corre- 
sponding measure for processed goods was sq per cent above the 1913 level. 

rprj i()2: July losp February igyj 

too 137 135 77 
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equipment that were thereby stimulated constituted one of 
the major forces contributing to general economic recovery. 
Against this background of more or less conventional cyclical 
behavior the relatively high prices of capital equipment dur- 
ing the 1921-22 revival and their recalcitrance after the 1929 
recession were unexpected and disturbing. 

CON.STRUCTIO.N COSTS 

The indexes of building material prices given in the pre- 
ceding tables do not by any means represent all construction 
costs, even in building construction alone. Labor costs are 
another important item. Changing technical methods, lead- 
ing to alterations in the elliciency of construction work, also 
affect actual construction costs. In Table 7 we supplement 
the above account by a summary record of certain additional 
measurements, rather broader in scope, of construction costs 
during the period prior to the recovery of 1933-35. The 
expected lag of the usually more rigid elements of capital 
costs is found, in recession. Wholesale commodity prices fell 
32 per cent, from 1929 to 1932; the various indexes of con- 
struction costs show declines ranging from 10 to 26 per cent. 

While these changes tvere occurring, the physical volume 
of construction of all sorts, as measured by indexes of the 
National Bureau of Economic Research, declined approxi- 
mately 52 per cent. Tliis drastic decline in the volume of 
construction is related, of course, to the lagging adjustment 
of construction costs to changing monetary values and to the 
concurrent drop in the total national income. Total national 
income paid out, in current dollars, dropped some 40 per 
cent between 1929 and 1932. Even if no other factors had 
been operative, the discrepancy bettveen the declines in na- 
tional income and in construction costs would have entailed 
a reduction in volume of construction. Added to this, of 
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TABLE 7 

CONSTRUCTION COSTS IN THE I-NITED STATES. 1013-1051 

A B 



IC20 

1022 

10:2 

reap 

it 

General construction 1 

ICO 

'76 

ICO 

207 

^57 

Building construction, aaual costs:: 

ICO 

*4 

ICO 

1S5 


Railroad construction* 

ICO 


100^ 

16b 


Utility sv-siems* 





tVater works 

ICO 

?5 

ICO 

iSci 

153 

Electric light 

ICO 


ICO 

wS 

142 

Street railway 

ICO 


ICO 

170 

144 

Natural gas 

lOD 

go 

ICO 

1S4 

I &5 

Artificial gas 

ICO 

So 

ICO 

1S3 

157 

■Wholesale prices, all commodities 

ICO 

6S 

too 

155 

95 


1 Index of Er.-gfrjr^-.^ng-.Ver.'^ ivrr'.Tc;. This index has four ccraponents. of 
■which three nre prices of niateriaLs (stmcniml steel at Pittsburgh, cement 
at Chicago and lumber at New York) and one is imges '^average ^vage for 
common labor in so cities'!. 

s Index of Turner Construction Company. N. Y*. This index is based on 
aaiial costs encountered on Turner building construction rvork. The follow- 
ing faaors bax-e been taken into account: labor rates; prices of materials; 
productivity of labor: efncier.cy of plant and management. 

* Index of Railroad Construction Costs of the Engineering Section. Bureau 
of Y'aluation. Interstate Commerce Commission. This is an index of accounts, 
including such items .as grading, tunnel excavation, bridges, developed from 
analysis of major construction commcts. 

* Index numbers of C. F. Lambert showing the current cost of constcuction 
of five utilities: 

■Water works: S5 svstems, PS items Street railways: to svstems, Se items 

Electric light: 25 svstems, Su items Natuml gas: 15 svstems. 5S items 

Artificial gas: 25 svstems, 63 items 
1 Index of U, S. Bureau of Labor Statistics. e 1010-14=100. 

course, is the notable elasdcitv' of demand for tire capital 
equipment and durable consumption goods tliat make up 
tire total volume of construction. Economic stress always 
brings intensified declines among these goods. 

Comparison of tiiese various measurements on a pre-'^Var 
base provides evidence of still more notable shifts (see sec- 
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tion B, Table 7). It is natural that the several indexes of 
construction costs should dilTer more widely among them- 
selves, when changes over twenty years are compared. Sig- 
nificant in this comparison is the fact that the index numbers 
of actual building costs and of railroad construction costs, 
which arc directly affected by changing technical methods 
and by resulting gains in productivity, are substantially lower 
than the general index of construction costs, which is derived 
from the prices of basic materials and wage rates,- The former 
arc more accurate indexes of changes in the actual costs of 
construction work. From these it appears that such costs, in 
19^,2, were from 30 to 40 per cent higher than in 1913. But 
even these arc far removed from the inde.x of wholesale 
prices, which in 1932 u-as 7 per cent below the 1913 level. 
Construction costs stand with the costs of capital equipment 
in general, in this respect. During the whole post-War era 
they were out of line with commodity prices. 'When the 
favorable, perhajjs fortuitous, circumstances that made pos- 
sible rapid expansion of construction between 1922 and 
1929, in spite of high costs, ceased to prevail, a heavy reduc- 
tion in volume ^vas inevitable. ^Vith recession still greater 
disparities developed. Building and capital creation generally 
were excessively expensive undertakings at the low point of 
the depression. The price difficulties standing in the way of 
new investment were materially greater than during the 
preceding prosperity, when other conditions ^vere more fa- 
vorable to activity in this field. 

Prick Changes Among Consumers’ Goods During 

Rece-ssion 

The period of post-War expansion that ended in 1929 was 
marked, as tve have seen, by relatively low prices of raiv 
materials and by high fabricational margins. The first of 
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tliese conditions tended to lo'^ver prices to consumers,, tlie 
second,, whicli A\*ns the stronger, to increase tliem. During 
the decade follotrixig tlie ^\*ar tlie prices of consumers’ goods 
■were pei'sistently high, relatively to earlier standards. Refer- 
ence has been made to certain fortnitons circumstances— the 
reaping of high speculative profits, the expansion of con- 
sumer credit, and the maintenance of foreign sales through 
heavv American lending— tvirhout trhich such relativelv high 
prices to consumers might tcell have cheched the flow of 
goods long before 1920. i\'e turn to tire record of recession 
among consumers' goods witli this backgroimd in mind. 

The next table shows die net changes in die prices and 
purchasing poiver of consumers' goods, at wholesale, in com- 
parison i\ith the inoi ement of general ivholesale prices, after 
forty-three months of price declhie. The decline in the aver- 

VNIT 
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rt~CHAS5NG rO\VER 


/t.:y 
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Consumers’ goods, nil 

IOC* 


lOi 

Rau' 



pi 

Processevi 

ICO 


10? 

.-Ul commodiiies 


62 

ICO 


ago idiolesale price of consumers' goods, normally sluggish 
in their reactions to changed business conditions, teas almost 
as great as diat in the general price index— 36 per cent as 
against gS per cent. Tiie smallness of the diffeience is at- 
tributable in part to the influence of rate consumei's' goods, 
that is, goods such as eggs, milk, fruits and vegetables irhich 
are readv for final sale ivithoui processing. Average prices of 
diese commodities suft'ered a more severe decline dian did 
processed exmsumers' goods. The shifts that diese declines 
brought, with reference to the average mine of all commodi- 
ties at wholesale, are shoim by the measurements of per unit 
pmcliasing power. Consumers' goods, on die average, in- 
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'\\*e kci. a comprehensive index of changes in die prices 
actnally paid for goods by final consumers as a broad class. 
If '\\'e had sucii an hidex its mo\'emenrs ^voiild probablv be 
closer to diose of die industrial wage earner's cost of Ibang 
index than to the specific retail price series. Manv items in 
the average consumers' budget are sluggish in dieir price 
movements, slow' to adapt themselves to the general price 
changes that occur during business expansion and recession. 
Xhe contraction hi the volume of goods marketed during 
depression reflects, in pait. this lagging price I'eadjustment in 
die face of sliarp decreases in the tcage. dividend and otlier 
disbursements to final consumers. 

The situation at die low point of the depression -was thus 
marked by relatively low prices in the markets to which pri- 
mary producers come as sellers, by high prices in the markets 
to which consumers come as buyei-s. It is the prices in the 
latter markets, at the terminus of the entire elaborate process 
of production and distribution, that determine just hoiv far 
effective purchasing power may go in raoring goods. In the 
absence of offsetting factors such a condition would tend to 
clog the stream of trade and reduce the volume of goods that 
could be produced and sold. 

PRICES OF consumers' GOOUS .VXD COXSl'MER 
FURCJEtASIXG TOIVER 

The mrions records surveyed indicate that the consumer 
was adversely affected by the price changes during recession. 
In General, the prices of goods ready for consumption fell 
less than did the average of all cc>mmodity prices. But the 
real dianges in tlie position of consumers are not accurately 
reflected in die fluctuations of any such geneml index of the 
prices of coiisumei's' goods, whetlier at wholeRaie or retail. 
The unit prices of goods are of central interest to the pro- 
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prices, farmers suffered a loss of some 36 per cent in aggre- 
gate purcliasing potver. 

Changes in tlie actital living conditions of farmers are not 
measured, of course, by records of shifts in gross income. If 
'sre subtract from tlie gi'oss returns of farmei's all production 
expenses tre ha\-e a remainder, representing cash available 
for family maintenance, tliat suffered a mucli more se\ ere 
decline dmmg tlie recession. On tlie positi\*e side, hoirei er, 
account should be taken of farm products consumed on die 
farm, a relatively constant factor of considerable importance 
in maintaining die farmer's standard of living. If ire com- 
bine the purchasing poirer of die cash available to fanners 
for family maintenance ividi the actual physical returns in 
the form of farm products consumed on die farm, ire hai’e 
a means of esdmating clianges in die real income of farmers' 
families. The loss betireen 1929 and 1932, on diis basis, 
probably approximated 40 per cent,^^ 

The diangiiig fortunes of industrial irorkers are shoim by 
the folloiring measurements.®- Here is an even sharper drop. 

Ip2p 

Total pay rolls *of wage e.anicrs in mamifacturiug establishments 100 43 

Cost of liiing of industrial workers roo St 

.-Vggregate purchasing power of wage earners in manufacturing 

establishments too 53 

'"'i Farmei^! irere able to keep their losses wiiliin this limit only by dnrwing 
upon tltcir capital. It is estimated by the Bureau of .-Vgricultnral Economics 
that depreciation charges on farms, in 1932. exceeded current capital ex- 
penditures by over 5CX1 million dollar's. In 1931 deferred replacements of 
the stirne type amounted to appixtximately 300 million dollars. (These 
figures and otlieis cited above art: given in Crops and MorkeSs. July 1935, 
pp. syr-s.^ 

Si The data of pay rolls are compiled biennially by the Cerrsus of Mamtfac- 
tures. Interpolation for the year toga has been based npoir pay rolls of the 
corrrpr'ehensivc strmple of rrranrrfactirring rndrrstries cover-ed by tire U. S. 
Birreatr of Labor Statistics. The irrdex of cost of lirarrg is that of the Bureau 
of Labor Statistics. 
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Cost of living lagged behind the drop in total receipts of 
wage earners, with the result that the aggregate purchasing 
power of manufacturing wage earners fell 47 per cent be- 
tween 1929 and 1932. 

An index of the net income of wage earners in mining, 
manufacturing, construction, steam railroads, Pullman, rail- 
way express and water transportation has a value of 41 in 
1932, 1929 being loo (see Snnjcy of Cnrrcnl Business, July 
1936, p. 16). Correcting this net income figure by the index 
of living costs, we secure an estimated index of 51 for aggre- 
gate purchasing jjower— a drop of 49 per cent from 1929 to 
^ 932 . 

I’or these groups, in even more pronounced form than for 
consumers at large, the sharp decline in money income with- 
out corresponding declines in the prices of goods purchased 
brought drastic losses in their aggregate purchasing power; 
the consequent reduction in the demand for finished goods 
tended to reduce the sources of their incomes still further. 
Here is one segment of the vicious circle that is set up during 
a period of recession and liquidation. 

Pricf. Rf.lations and Problems of RECO\mRV 

The manner in which a modern industrial economy reacts 
to the forces of recession depends partly upon the incidence 
of those forces, partly upon the attributes of the various ele- 
ments of the economy thus exposed to strains of readjust- 
ment. The active push that impels readjustment may come 
from different quarters at different times, and differences of 
origin will be reflected in the statistical records of. different 
periods of recession. Such differences lead to departures from 
uniformity among recession movements. Perhaps more im- 
portant, to the student of cyclical movements, are the modes 
of reaction of various economic elements to the forces of 
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recession. Similai'ities in die beIla^•ior of important elements 
at different times ironld tend to a'eate a pattern. e\‘en though 
diere \\'ere no uniformity in die initiating forces. The his- 
torical record yields ei'idence of sucli similarities in beliaiior, 
in cycles widely different in time, space and attendant cir- 
cumstances. But here again a factor of variation is introduced 
by secular change in the attributes of economic elements. 
Important variations in behavior may be due to sucli struc- 
tural clianges. represendng differing responses radier dian 
differences in the forces at irork. 

As a backgi'ound for the study of die price recession of 
igsp-gf, ire have sketched die movements of a preceding 
period. Among these movements some irere noted that 
tended to alter the attributes of the price system, and thus to 
affect its beliaiaor under die stress of a major recession. The 
detailed recoi'd of die recession, as given in this chapter, 
represents the resultant of a composite of varied forces and 
conditions. "^Ve may not clearly disentangle movements due 
to the pressure of specific forces from shifts representing dif- 
fering capacities for readjustment under stress. But in seek- 
ing to undei-stand the changes occurring during the years 
ipsp-gg it will be well to think in terms of the structural 
modificadons brought by the tirenty preceding years. 

Four vears of rece.ssion created a price situation at the be- 
trinnintr of that iras marked bv certain outstanding 

cliaincteristics. Prices to consumers of finished goods ivere 
high, relatively to die preiniling price level; prices of raic 
materials, on irhich the incomes of important consuming 
gixnips depend, ivere veri- loiw Prices received by producers 
of agricultural products, in particular, ivere seriously de- 
pressed. ivhile the prices paid by farmers for goods needed 
for preiduction and for family maintenance ivere high. Loiv 
prices of industrial raiv materials, together ivith relatively 
high prices for finished goods, put manufacturers in an 
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does not function under one rigorously prescribed set of 
conditions; it may adapt itself to a variety of situations. 
Ho'srever, 'vritli a gap as a-ide as tliat prevailing in tlie ivinter 
of 1932-33 it highly impi'obable tliat '^vorking relations 
among economic elements could be restored on tlie basis of 
existing price conditions. The modes of using productive 
resources, investments of capital, tlie economic distribution 
of man poirer ivere not adapted to tlie price relations tliat 
preiailed after four years of deep disturbance. Radical shifts 
in tlie distribution of income and endurinsj clianares in die 
status of economic groups ivould have been entailed, changes 
more profound and disturbing dian ivould have been ac- 
cepted ividiout continuing social unrest. The restoration of 
price relations closer to diose prevailing earlier, a restoration 
to be effected through continued liquidation of prices still 
substantially aboi'e die average or dirough die raising of die 
most seriously depressed prices, seemed to be an essential 
condition of economic recovery. The second problem, on its 
price side, reduced to a similar question: could die prices of 
goods entering into capital equipment be brought more 
closely into line ivddi odier prices, eidier dirough raising the 
latter or reducing die prices of capital goods and building 
materials? 

It is helpful to diink of die problems of recovery in terms 
of diese genei'al price relations, but emphasis should also be 
placed upon die specific cliaracter of die price relations and 
profit opportunities diat actually modi'ate the decisions of 
business men. No man decides ivhedier he should open his 
factory, or increase his output, or embark upon a neiv line of 
activity after comparing general index numbers of die prices 
of raiv and processed goods. Tlie price and cost relations and 
the market opportunides upon ivhicli judgments are based 
are particular reladons and opportunities, involving indi- 
vidual commodities and pardcular mai'kets. No index num- 
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modity group 'w'ere involved. Wages, overhead charges and 
all other elements of production costs tvere highly relevant 
factors. Changes in productivity and tlieir various possible 
effects on prices and on die distribution of income were im- 
portant elements of the situation. The volume of income 
and of potential purchasing po\ver available to the various 
producing and consuming groups, and the Avillingness to 
make use of such purchasing power, entered into die tan- 
gled problems of readjustment. Subsequent chapters 'will be 
concerned tvidi the events of revival and the course of re- 
covery among particular elements of diis complex situation. 



CHAPTER IV 


THE WORLD PRICE STRUCTURE IN RECESSION 

AND RECOVERY 

The movemcnis of prices, of production and of purchasing 
pov.xT during recession and recovery in the United States 
v.cre aspects of v.orld-wide swings. It is true that national 
economic boundaries have been more sharply drawn in re- 
cent years, but the world retains many cjualities of a single 
economic unit. Whether we will or no, we are affected by 
the major forces that influence the course of economic events 
in other industrial countries. We shall better understand 
domestic movements, therefore, if at this point we survey in 
a general way the world situation created by recession, and 
follow the major changes of more recent years in the cur- 
rents of world trade and tfic fluctuations of prices and costs 
in imporunt industrial areas. In some respects these have 
paralleled the internal shifts discussed in tracing the course 
of events in the United States, but the world picture is painted 
on a much broader canvas. And tlie restoration of a normal 
volume of world trade involves, of course, many elements 
quite foreign to the domestic situation. 

In 1929 aggregate world production and the physical 
volume of world trade reached a peak, for the post-'W'^ar 
decade. Fairly steady progress during the preceding five years 
had brought substantial recovery, in respect of physical ac- 
tivity, from the depressed conditions of the early years of 
the decade. "World-wide recession in 1929 reversed this move- 
ment. Within three years world production of primary prod- 
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nets— crude foodstuffs and industrial ra'w- materials— declined 
about 1 o per cent. The r’olume of manufactures and construc- 
tion dropped more sharply. The physical volume of world 
trade fell 26 per cent. The number of unemployed ■workers 
tlu'oughout tire ■world increased, by rough estimate, from 
some ten million in 1929 to about tliirty million in 1932.^ By 
tliat year tire major force of tire recession teas spent. The four 
yeai's follo^iring bi'ought conflicting movements. I^Ioderate 
improvement occuiTed in some areas; deflation persisted in 
others. Numerous obstacles impeded a restoi'ation of full 
activity, but in general the forces of recovery dominated tire 
diverse cross-currents of clrange of tire period 1932—36. On a 
■^corld view, these 'veere vears of halting rerds’al. 

The price changes tlrat accompanied tlris tremendous eco- 
nomic upheaval ■^vere more extreme tlran tire physical move- 
ments. Our present concern is ■scitlr tire alterations that 
occun'ed ■witlrin tire rcorld price structure under tire impact 
of recession and tire stimulus of rerdval. 

Recessiok and Reco'cery in 'World Prices: A General 

^hE^v 

A general picture of tire srveep of tire recession as it spread 
srciftlv from countrv to country tlrrough tire delicate meclr- 
anism of international price relations has been given in 
Chapter I. The measurements tlrere employed relate to na- 
tional currencies, an appropriate procedure -(dien clrief in- 
terest attaclies to domestic conditions in tire various coun- 
tries. But tire picture is quite incomplete if such clranges 
alone are considered. For during tire period covered by tlris 
record country after countrs' departed from the gold stand- 

1 Cf. World Economic Stircey, (League of Nations, Genera, 1933), 

p. 109. 
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arcl; dual currency systems were created throughout the 
world. The concunent existence of gold standard and non- 
gold standard currencies exerted a gieat influence on the 
course of jDrice movements and on the general economic 
fortunes of the various countries concerned. 

T A n I. n 9 

PRICE RECESSION IN THIRTV-TWO COUNTRIES, 1928-1936 
A SuMMAUY nr CiiANcrji in Isnrx NuMiinns or Wnoi.rsAix Pnicrj; 

(Price movements are here measured in gold values.) 

rCRCENTAGE 
nECLINE FROM 



DATE or PRE- 

DATE AT WHICH 

I.OWr-ST POINT 

PRE-RECESSION 

HIGH TO 


Ri.aivsioN ninii 

W'AS REACHED 

LOIVEST FIGURE 

Japan » 

October 

‘929 

March 

'935 

—71 

Argentina a 

May 

1928 

May 

'931 

—68 

Peru 

March 

1929 

November 

1933 

-67 

F.gyiJt (Cairo) 

.November 

1928 

September 1933 

—96 

Australia 

September 

1929 

March 

'935 

- 6.1 

India (Calcutt.a) 

September 

•929 

March 

'935 

— 64 

Estonia * 

.March 

•929 

Aj)ril 

'935 

— Ga 

nenmark s 

February 

•929 

March 

'935 

—61 

Sweden 

May 

1928 

March 

'935 

—59 

Chile 3 

March 

1929 

March 

'935 

-58 

New Zealand 

September 

1929 

March 

1935 

-58 

Nonvay 

August 

1928 

March 

'935 

-58 

Canada 

August 

‘929 

August 

'935 

57 

Dutch East Indies a 

.May 

>929 

March 

'DSC 

— 57 

United Kingdom 

March 

>929 

March 

'935 

—57 

Jugoslavia a 

May- 

1928 

August 

' 93-1 

— 57 

Belgium a 

March 

>929 

April 

'935 

-56 

Finland 

August 

1928 

March 

'935 

-56 

Bulgaria a 

April 

1929 

January 

'931 

— 55 

Union of South Africa 

October 

1928 

April 

'935 

—55 

United States 

Ji'iy 

1929 

April 

>931 

—55 

Spain ® 

December 

1928 

September 1934 

—53 

Netherlands - 

March 

>929 

April 

1933 

—52 

Fnincc = 

March 

1929 

July 

'935 

— 5 ' 

Hungary * 

March 

*929 

November 1933 

-48 
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TABLE 9 (cont.) 

TRICE RECESSION IN TH 1 RTY-T^S ’0 COUNTRIES. 192S-1Q36 



BATE OF PRE- 

IXVTE AT AV'HICH 

LOWEST POINT 

TERCENT.^GE 
DECLINE FROM 

PRE-RECESSIOX 

HIGH TO 


RECESSION HIGH 

'\VAS RE.\CHED 

LOW'EST FIGlTtE 

Poland = 

March 

1929 

Marcli 

1936 

—48 

Italy s 

March 

1929 

May 

1934 

—47 

Ciedtoslov-akia s 

February 

1929 

.\pril 

1934 

—43 

.-tnstria s 

Mav 

1929 

April 

1933 

—40 

Switzerland ~ 

July 

1929 

March 

19.35 

—40 

Latria s 

March 

1928 

June 

1934 

-ss 

Germany s 

July 

1928 

-■Vpril 

19 SS 

—36 


sources: Lcagtic of Xaihti.'; IVar-Boofc. pp. sig ff; ^lonthly Btdlctin 

of Slatistics, League oE Nations. Gene«. 

1 For an explanation of procedure, see Appendix IX. 

2 Countries on gold standard, Marcli 1936. s OfBdal foreign exchange control. 

The cliaracter of die world price recession, in gold values, 
is indicated bv the entries in Table 9. The x-arious national 
index numbers are not fully comparable, since diey differ 
in respect of die number and character of commodities in- 
cluded and in tedinical raediods of calculation. Under iden- 
tical economic conditions, in recession, diese differences 
'would cause some variadons among die declines recorded. 
However, -variations due to instrumental differences of this 
sort tvould be far smaller dian diose actually recorded. It 
would be -well if we had comparable index numbers for 
different counti-ies, but in default of these we may use the 
measurements atailable. recognizing dial some of the dif- 
ferences observed may be instrumental radier dian truly 
economic. 

The price declines of recession, in gold values, ranged 
from g6 per cent for Germany to -71 per cent for Japan. The 
median decline for die diirty-two countries -was 56 per cent, 
as compared -widi a median decline of 36 per cent in terms 
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of national currencies (see Chapter I). The declines in gold 
prices w'ere more severe and, as is to be expected, show less 
variation from country to country than do the measurements 
based on national currencies. In general, the average decline 
of wholesale prices in terms of gold values was less in gold 
standard countries than in non-gold countries. 

Wc may carry the comparison of price movements in gold 
standard and non-gold standard countries through recovery 
as well as recession (Table lo and Figure 7). For this pur- 

TAni.r. 10 


MOVEMENTS OF WHOLESALE PRICES IN GOLD STANDARD AND 
NON-COLD STANDARD COU.NTRIES, 1929-1936 



N i: 

T C 

It A 
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C E 

NT) 


.MARCH 1929 

TO 

AUGUST 193 

1 TO 

1 MARCH 1933 TO 


At’(.t;vr 193 

1 

.MARCH 1933 

MAltcn V 

930 



Countries off 


Coiinti 

ties oil 


Countries off 


C 

gold standard 

C jz 

gold standard 

S u 
0 ^ 

gold standard 


;c 1 

Price 


•r S 

Price 


'■r 

s 

Price 

1 



in 


^ 7 

in 



in 



u « 

na- 

lional 

cur- 

Price 

in 

c "5 
U tc 

na- 

lionnl 

cur- 

Price 

in 

Sc 
u & 

na- 

tional 

cur- 

Price 

in 



rency 

gold 


rency 

gold 


rency' 

gold 

Dutch East Indies 

—3' 



—30 



— 1 1 



France 

— 



— 20 



—4 



Germany 1 

— 21 



—17 



-{-14 



Hungary 1 

—32 



— 1 1 



+ 11 



Latvia 1 

— 3‘ 



— 2 



+4 



Netherlands 

-30 



— =3 



-f-S 



Poland 

—30 






—'3 



Switzerland 

—2.1 



—17 



+ > 



Belgium 1 

—29 



—18 




+»5 

— >7 

Czechoslovakia i 

— 25 



— 10 




+9 

—9 

Estonia i 

—25 



— >3 




-1-12 

—32 

United States 

— 25 



—16 




+32 

— 22 

Austria 1 

—17 




—3 

— 26 


+1 

+3 

Bulgaria 1 

— 3O 




— 21 

—24 


+6 

+9 

Canada 

— 26 




— 9 

—24 


-fl2 

— 21 

Chile 1 

—24 


1 


4-129 

+>4 


+5 

— 48 
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TABLE 10 (coni.) 

MOVEMENTS OF ^VHOLES--^TE PRICES IN GOLD STANDARD .M<D 
NON-GOLD STANDARD COUNTRIES, 1929-1936 

net change (ter ce NT ) 

MARCH 1929 TO AUGUST iggi TO MARCH igg^ TO 

AUGUST 1931 MARCH 1933 MARCH 1 936 

_ CounU-ies of! — Countries off _-z *5 

S £ trold standard §£ gold standard H s 


S £ Price 

'S § ill 

p "o lional 
^ cnr- 


£ Price 
5 in 

w at 

5— na- 
o ^ tional 
^ ^ cur- 
rencv 


5 £ Price 
'E 2 in 

^ 9 t 

S— 

Price i ■£ tional 
U 5X rnr- 


Denmark! — 29 • - _j_g 

Eg>-pt (Cairo) —25 'a-2 —13 

Finland — 19 ‘ __5 

India (Calcutta) —36 ^ 4 

Italy 1 —34 4-3 

Jugasla^-iai —31 ' -fg _S 

NonvTiy — 20 ' _i_j2 — 6 

Siveden -=4 """ 

Union of gg g.- -i-ii 5 — 4.® 

Soutli Africa —16 2 ^ 

United Kingdom —29 _i.jg _oy 

Argentina! 12 4 i _ ^ 

Australia — _ls —13 

lamn! —56 — . i/ — u . . __n 

japan i 2 — 30 To — 9 

New Zealand —10 — -f 11 o 

, A-o _.o —S — 11 . 0.1 

Spam! . - 

Median cliange _j_2 A-h — 6 

LTnweiglited — 26 n ^ 3 ^ ^ _|_j2 — S 

Mmghted B —25 — " j ‘l so 20 S 24 24 

Number of countries 26 o ” ( 

1 Official foreign e.dian^ control (as oi 

2 April 1929 to JuL i 9 oi- ^ April 1033 to April 1956- 

a.rs.s 

upon the relative importance of its o ^ 


-pro — S3 
—11 —37 
—13 —15 
— — ^ —29 




_o 2 40 

-33 — 

_io 1? 

— S —36 

_!_o 40 
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pose "we dmde the period of recession and recoverv* into 
three parts: Mardi 1929 to August 1931 (Great Britain de- 
parted from die gold standard m September 1931): August 
1931 to March 1933 (the United States departed from the 
gold standard in April 1933): March 1933 to March 1936. 
(The first phase is dated from Mardi 1929. as that month 
marked die high point of prices in a considerable number of 
European countries.) 

From Maidi 1929 to August 1931 the median (im- 
ireighted) dedine of ivholesale prices in nventv-six coimtries 
on die gold standard during the entire period ^\■as 26 per 
cent. For six countries not on die gold standard at the end of 
die period tee have nco sets of records for comparison tvith 
this figure. 'iNTiolesale prices in these comitries sudered a me- 
dian dedine of xi per cent, in terms of national currencies. 
In gold equivalents, die median dedine in these six coimtries 
amoimted to 3S per cent. Departure from die gold standard 
ivas apparendy assodated ivith less drastic declines in do- 
mestic prices. In teimis of gold, however, prices in the coim- 
tries off die gold standard fell even more sharply than did 
prices in gold standard countries. This accentuated dedine 
of gold prices in countries on die gold standard tended, in 
so far as international trade competidon persisted, still rur- 
dier to depress prices in countries remaining on the gold 
standard. 

The next period of nineteen months co\‘ers the interval 
between the dropping of the gold standard by Great Britain 
and bv die United States. In the twelve coimtries remaining 
on the gold siraidaid. prices continued to decline at about 
die rate pre%'ailing during the preceding period of tiventy- 
nine nioiidis. The median decline for these countries •'.■.-as 16 
per cent. The tiventy coimtries o 5 the gold standard shoiv 
median price declines of 4 per cent in terms or their re- 
spective nadonal currencies. The history of the earlier period 
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of economic non-intercourse (or of intercourse upon dis- 
torted and necessarily temporar)' bases^ trhiclt began in 1014 
and tvhidi extended, for some comrn-ies. to tlie middle of the 
decade of the nventies. .As a result, in Large part, of this non- 
intercourse, tvorld prices and other elements of the -vv-orid 
economic structure trere not m gear tehen commercial and 
financial relations tvet'e generally restored. Disproportionate 
and tmb.alanced developments had occurred dimng the 
preceding ye.ars in different parts of that structure. By ipsq 
definite progress towands a more stable basis of economic 
intercotnse had been made, though manv of the faulty adinst- 
ments grott'ing out of the period of non-intercourse persisted. 
A\'e turn note to a brief surx ey of the situation existing early 
in ipjs;. wdih reference to me structure of prices and costs 
then prevailing. This wall be done in general terms. Tarions 
supporting data tail be presented in die next section, in 
tvhich priniarv emphasis is placed upon the movements of 
recovery. The discussion of the sittiation in 105?, may fall 
under three headings, dealing w-itii ddsparities in price levels, 
disparities in production costs, and disparities in the prices 
of commodities in certain groups of major importance. 


niSr.CRlTIES OF FIUCE LEVELS 

Hneqnad and considerable clianges in nauonal price levels, 
occuixintr over a relativelv short perioa. liirow international 
tradintr relations out of adjustment. Tins sta.tement is axio- 
matic. as applied to a icorld economic system that operates 
on tire basis of price relations: for any changes in the wiiole- 
sale price levels of tmeiing countries, particularly unequal 
chanejes. will entail numerous anct unequal cnanges in the 
indirddual prices on wiiicn trading relations are basea. Some 
of tiiese shifts mav tend to stimulate me import or export 
of particular commodities, but me net eiiect of wice altera- 



172 PRICES IN RECESSION AND RECOVERY 

tions v/ili be to destroy the prospects of profitable commerce 
and to cramp trade,^ 

The u'ide diversity of the declines in wholesale prices in 
different countries betv/een 1929 and 1933 has already been 
noted. In terms of national currencies the price level in 
Chile, in February 1933, was 79 per cent above that of 1929, 
and in the Dutch East Indies, 50 per cent below that level. 
These were the two extremes Ijctv.-een which the other na- 
tional price levels ranged. On a common gold basis the index 
numbers, with reference to 1929 as 100, range from 37 in 
Japan to S9 in Chile (see Table 13). It is not surprising that 
the delicate relations of trade suffered from these tremendous 
inequalities of change. Here was one important factor in the 
decline of 61 per cent in the aggregate value of world trade 
and of 26 per cent in its %'olumc, between 1929 and 1932. 
(Other factors, notably rising tariff walls and the practical 
cessation of international lending, contributed, of course, to 
the trade decline.) 

The 1929 standard of reference is not perfect. It is far 
from certain that world economic relations in that year were 


= !i is no: true, of cour'c. th.-jf unwjua! chnngc?; in nation.^! price struaures 
arc alv.a'.? a caii‘.il factor in throvrintr international trading rclatiorrs out of 
adju-.imcni. During a period of non-tntcrcounc. or of intcrcounc restriaed 
by higi'. quota or tariff barricri or other factors, the elements of national 
price structures v.ill inevitafth get out of alignment. Price disparities develop 
under these conditions Irecau'c of restrictions on trade. But if monetar/ or 
other forces prc-'c-nt during a general recession press upon national price 
’tructurcs, bringing '.vide and unequal changes, the international price dis- 
p.ari:ics thus «ct up may play a cau'al role in checking the mo'.cmenis of 
goods -and forcing a readjustment of commercial relations. Not all the inter- 
national price disparities that developed after 1929 were of this latter type, 
but there is no doubt that a great many of them svcrc. TTie violent changes 
that price recession brought, all o’.cr the v.orld, created conditions definitely 
ad'.ersc to the continuance of trade upon e.vi'ting terms. It is true that 
opportunities for new trade may Ite created by the very changes that impede 
the previously existing trade, but the adaptation of national economies to 
new conditions of v.orld trade is a painfully slov.- process. 
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adjusted to continuing and effective international coopera- 
tion. We may not assume, on tire other hand, tlrat pre-AVar 
relations constitute an ideal standard agninst rvhiclr to mea- 
sure current conditions, but it is desii-able tlrat rve view tire 
price relations of 1933 with refereirce to tlris earlier stand- 
ard. Jir terms of rratioiral currencies and on a preAVnr base 
tire price levels of 1933 were very rsidely scattered indeed 
(see Table r4). Index numbers of rdrolesale prices ranged 
from 72 for Eg)’pt to 653 for Czcdroslovakia aird r838 for 
Bulgaria, Great differences in internal economic relations are 
indicated by tlrese widely discrepant figures. Commodity 
prices in terirrs of gold were irruclr more compactly gi'ouped, 
as is to be expected. Eveir here, horvever, tire price level of 
oire courrtry (Eg^-pt) rvas cut in half over tlris trs^eirty-year 
period, rvhile Chile, at dre odrer extreme, had a price level 
above drat of 1913. 

In dris survey our interest is not in index numbers of 
wholesale prices ns madreirratical abstractions. "We have used 
suclr irreasurements because rve irray learn somedring from a 
study of dieir coirrparative values about dre innuirrerable 
individual relations drat tie irationnl economies together. 
The e.xistence of differences in average -wholesale prices 
means drat similar (and greater) differences pre\-ail among 
dre numerous elements of different national price structures 
whiclr rrrust be in adjusuirent if dre interiradonal exdrange 
of goods and of services is to be effected. The abnormalities 
of the '\\^ar years, the cliaotic currency corrditions of dre years 
immediately follorving and, finally, dre tiemendous economic 
disturbances that begair in 1929 all tended to shatter drese 
adjustments. During dre trvo decades drat foUorved r9i4 
natioxral economies rvere exposed to dre play of a rvide vari- 
ety of forces, differing gready in strengdr and incidence from 
country to country. A -xvorld economic system integrated o\-er 
more drair forty years of peaceful development, during which 
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its componcnl parts tvcrc afTcctcd by the same general forces, 
was shaken into separate elenienus. The forces playing upon 
tliese elements tended to lose their common character, be- 
coming specific and diverse. That these elements were out of 
adjustment, and materially so, at the end of twenty years of 
stormy weather, gives no cause for wonder. The wide diver- 
gence of wholesale price levels in different countries consti- 
tutes one evidence of deep-rooted international maladjust- 
ment. 


nisi‘ARrrir-s or iMtonucnoN costs 

.Among the most inijjortant elements of national price 
structures arc the various costs that enter into the production 
of the stajile articles of international commerce. The com- 
petitive positions of industrial countries in tvorld markets 
dcjiend, obviously, upon relative production costs. The prof- 
itability of trade dejicnds upon the relations between these 
costs and corresponding selling j)rices. \Vhcji costs are out 
of adjustment with jiossiblc .selling prices, or tvhen die rela- 
tions amoim cost structures in different industrial countries 

O 

arc suddenly disturbed, international trade is immediately 
affected. 

Production costs arc determined by a host of elements— 
wage rates, living costs, interest rates, the cost of materials, 
fuel and power, the degree of development of mechanical 
cquijimcnt and the technical arts, the skill of labor and many 
other factors. \Vhen commercial relations among the trading 
nations of the world have been maintained for some time a 
condition apjiroaching equilibrium is attained among their 
cost structures, and the flow of trade is based upon these rela- 
tions. Alterations arc always occurring as wages, living costs, 
industrial productivity and other factors change in the dif- 
ferent countries, but such alterations arc slow in normal 
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times, nnd trade is adjusted to tlieni witliout severe strain. 
From 1929 to 1933, horvever, changes in production costs 
and in the competitive positions of trading nations were 
pronounced. These differences, superimposed upon tirose 
already existmg in 1929. modified substantially the relations 
upon rvhidi trade had been based. The commercial diaos of 
tire depression period rvas due in no small degree to these 
modificatioirs. 

A general cause of dranges in the relations among the ele- 
ments of production cost in different countries is found in 
tire unequal dedines of price levels in tlrese countries during 
tire depression aird in tire diversity of price movements that 
preceded tire depression: for rvages and overhead drarges are 
notoriously slorv to adapt tlremsdr'es to dranges in the rrilue 
of money. After a price rise such costs ai'e relatively lore; 
after a price fall tlrey are relatively high. In general those 
corurti'ies that had passed through inflationaiv’ movements 
prior to 1929 rvere draracterized by lore production costs in 
drat year, rvhile coirntries drat had passed through defla- 
tionary mor'enreirts rvere draracterized by high prodrretion 
costs.^ The inequalities of price dedines betreeen 1929 and 
1933 introduced further modifications into the situation. 

The rrature of some of the notable dranges that occurred 
during recession iir the competitive relations of different in- 
drrstrial countries is shornr in Table r 1. Here index numbers 
nreasuriirg chairges in the value of the dollar, in terms of 
foreigir crrrrencies. are contrasted rvith index numbers of 
food prices, cost of living and rvage rates expressed as per- 

r Italy consiituted something of an exception. .Vlthongh Italy Lad passed 
throngh an infianonarv mo's'exnent dining the post-IVar era. the currency 
had been stabilized at a lei^el that tvas high, tvith retsience to the domesne 
stnicture of Italian prices and their relation to n'orid prices at the tune ot 
stabilination. 
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ccntages of coiTcsponcling measurements for the United 
States. 


TABLE II 

INTERNATIONAL \'ALUES OF THE DOLLAR AND \'ARIOUS SERIES 
RELATING TO PRODUCTION COSTS 

A COMPARISON OF MOVEMENTS, 1929-1932 » 

INDEX 

NUMurns or VAi.nr.s index numdehs 

or THE DOLLAR IN IN DECEMBER 1932 AS PER- 

TERMS or CDRRIENCir.S CENTAr,i:S or CORRESPONDING MEA- 

or roURTEEN COUNTRIES SURE.MEN 7 S roR THE UNITED STATES 

(jc)2^=roo) 




Dec. 

Food 

Cost of 

Il'age 




prices 

living 

rates 

United .States 

100 

100 

100 

100 

100 

Australia 

100 

185 

1 iG 

1032 

94 

Belgium 

100 

100 

1 iG 

110 

1073 

Canada 

100 

"S 

102 

10.1 

1073 

C/cchoslovakia 

100 

too 

139 

123 

1203 

Denmark 

lOO 

156 

12G 

117 

120 

Estonia 

100 

100 

97 

99 

I08S 

France (Paris) 

100 

100 

>.31 

121 2 

1 163 

Germany 

100 

100 

115 

100 

92 

Italy 

100 

103 

12,1 

loG 

100 

Japan 

100 

222 

132 

105 

102 

Netherlands 

100 

100 

118 

108 

106 

Neiv 7 ,caland 

100 

iGi 

>>3 

105 

97 

Poland 

100 

100 

97 

91 

97 

United Kingdom 

100 

*•19 

» 3 « 

>>3 

111 


1 This tabic follows ilic general form of one prepared by J. B. Condliffc, 

appearing in his arlidc "Exchange Rales and Prices" in the Index (Svenska 
Handcisbanken), January 1935. (.A more extended discussion of the data and 
techniques used is given in U'orld Kcouomic Siiwcy, League of 

Nations, jrp. .jy",';'-) iirescnt table dollar values arc used, rather than 

sterling values, as in CondlilTc's table. 

The basic data of exchange rates, cost of living and food prices arc given 
in the Slalistical Ycar-liooh, Jpyj-ps, and the Monthly llullctin of Statistics 
of the League of Nations. Wage rates arc from the International Labour 
Rcvicxu (articles on "Statistics of the General Level of ^Vagcs"). 

2 Last quarter. 

a Annual ligure. 
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The interprciarion of this table may be suggested tvdtlx 
refct'ence to the tneasitremenis given for the United King- 
dom. At tlxe exchange rates prevailing in December 1932 the 
dollar -wns tcorth 40 per cent more, in British pounds, than 
in 1929, If the relations of 1929 were to be preserved, food 
prices, wages and other elements of cost in tlte United King- 
dom shonld also h.ax e been 49 per cent highei' than the cor- 
re.sponding American iigtires. tvith reference to 1929 parity. 
In fact, food prices were only ;^t per cent higher, cost of 
lit'ing t;;^ per cent higher, and \rage rates 1 1 per cent higher.^ 
These relations meant that the United Kingdom enjoyed a 
competitive adrantage over the United States in December 
1932. to the extent that these rations series truly represented 
prodticiion costs, and in the degree that tcorld markers tvere 
open to free competition. 

The varions measni'ements in Table 1 1 and the graphical 
representation in Figure S aro worthy of c,ai-efnl study, for 
they snmmarir.e certain of the most significant aspects of 
international trading relations at a date close to the bottom 
of the deprc-ssion. They indicate that Jap.an and five coun- 
tries of the stealing bloc ^Australia. Camada. Denmark. New 
/lealand and the United Kingdoml stood in relatively favor- 
able competitive positions at the end of i9j;2. ^Vages. living 
iT>sts .and food prices— all important (and i-elated) factors in 
costs of piv'idnction— had not risen commensnrately with the 
declines in the dollar raJnes of tlieir currencies. At the odter 
extreme, trith costs high i-elatively to doll.ar costs and tlte 
dollar rahtes of their cma'encies, wer-e France. Ccechoslora.kia, 
Belginm attd the Netherlands. In a middle group, not far 
removed fnmt the United States, stood Germany. Italy. 
Estonia and Boland. 

> Here, s? in all hiienratscnal cc(n5psTijc>r.s. iw stiSer fwnj lacX cf fait 
TOraj'eirsl'515tv XTaong x\T.ilr,blc iadex ntitabeis. The restslts sheald be taken 
to define genemt leitat'-ons only. 
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r I c u R n 8 

INTF.RNATIONAL COMPARISON OF CHANGF^ IN PRODUCTION 

COS'IS, 1929-1932 

Graph Showing Relative Amounts by which tlic Changes in Stated Series 
relating to Production Costs in V'arious Countries Fxccedcd or Fell Short of 
Changes in Corresponrling Series for the United States, Account being Taken 
of Relative Changes in the Values of National Currencies 

(Mcasurcmciili of pcrccntngr chnngrf from to December rpjs) 
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The movement is shown as positive when the change in the country named 
exceeded the change in the corresponding series for the United States; it is 
shown as negative when (he change was less than that in the series for the 
United State-s. 


The comparisons provided by Talde 11 are but samples 
o[ many tliat might be made. The series of prices and wages 
cited do not by any means measure all production costs. But 
they are representative of the total, in indicating how ex- 
treme were the international shifts in relative production 
costs between 1929 and 1932. We should note, too, that 1929 
is a rather dubious standard of reference, in this respect. It 
is not proper to assume that production costs the world over 
were then in equilibrium. Some countries had already gone 
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throiigh processcvs of devaluation ■while others, including tire 
United States and the United Kingdom, had not. Furtlter, 
■we may not conclude that all international competition at 
the end of 1932 tvas based ttpon the relatit-e costs shou*n in 
Table 11; for such competition is bettveen specific industries. 
Actual costs in individual iitdustries may depart ■\’ery tvidely 
indeed from averages representative of the entir^e body of a 
nation’s industries. But the measurements given serve tlieir 
purpose in suggesting the magnitude of the shifts iir relative 
production costs among industrial countries that recession 
and depression had brought. This period and the decade and 
a half of disturbance preceding had altered channels of in- 
ternational trade that had been furrorved over long years of 
peaceful development. Old established trading relations rvere 
disrrrpted. The brtilding up of new relations and their pro- 
tection against dislocations through frrrther flrrctuations of 
exdrarrge rates or prices rsas one of dre major tasks set by the 
recessiorr. 


DISP.-tRITtES OF COMMODITY PRICES 

Some of the extreme disparities that developed in national 
and rvorld price structures during tire violent recession of 
1920-21 persisted during the succeeding years, making deep 
impresses upon economic conditions. Similar disparities, 
many of them more severe, rvere opened up during the 
rvorld price recession that began in 1929. Three rvere of 
exceptioiral irrrportarrce in the rvorld situation that developed 
duriirg the recession and depression: tire cleavage betrveen 
the prices of goods of agricultirral and of non-agricultuial 
origin, the cleavage betrveen the prices of rarv and of proc- 
essed goods, arrd the discrepant movements of the prices of 
goods intended for rrse in capital equipment and of goods 
intended for rrltirnate human consumption. (The last-men- 
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tioned class is broader than ‘consumers’ goods’, which in- 
clude only those commodities ready for final consumption.) 

PRICES OF AGIUCULTUIOM. AND NON-ACRICUETURAL PRODUCTS 

High price variability is a characteristic of agricultural 
products. Since the volume of agricultural production is not 
readily adaptable to fluctuations in economic conditions, the 
full impact of business cliangcs is felt by prices. The post- 
war tveakness of agidcultural prices, the tvorld over, has 
already been noted. With the coming of recession in 1929 
various efforts to bolster agricultural prices collapsed, de- 
clining demand for goods of agricultural origin was not 
matched by decreases in output, and the checking of loans to 
agricultural regions contributed a new element of weakness 
to the competitive position of farm products. Price declines 
of e.xceptional severity ensued. 

The condition of agricultural producers throughout the 
world as a result of the depression is common knowledge and 
requires no extensive discussion at this point (for relevant 
index numbers, see Table 19). The declines in agricultural 
prices were most severe in the United States, Canada, New 
Zealand, Argentina, and Finland, all countries in which agri- 
cultural production plays an important role. In each of these 
countries the drop in agricultural prices was much more 
severe than that in general commodity prices. In certain 
countries, notably France and England and Wales, the de- 
clines in the prices of farm products were less than in general 
wholesale prices. In these countries domestic agricultural 
prices were not exposed to the full storm of price recession 
that struck the great staples entering into world trade. 
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PRICES OF RAIV AND PROCESSED GOODS 

No cliaracteristic of the postTVar economic situation is'as 
more striking or more fruitful of major consequences tlian 
tlie gap tliat iras opened from igig to igsi between the 
prices of industrial rair materials and of finished products. 
Reversing trends tliat had persisted for many years, this 
sdiism affected tiie course and character of international 
trade, tlie distribution of capital, the relations of debtor and 
CTeditor areas and die distribudon of purchasing poiver 
among consuming groups diroughout the ivorld over a dec- 
ade and more. By igsg die gap had narroived someirhat, 
but the narroiving ivas in some decree due to condidons that 
■vrere necessarily short-lived. Raw materials remained in a 
ireak position and die remo'val of certain advenddoiis props 
helped to destroy such gains as they had made. ^Ve pass to a 
summan' of recent dianges. 

The recession diat began in igsg brought a groidng diver- 
gence betiveen die prices of raw materials and of manufac- 
tured goods, in ivorld markets.® All die effects that folloived 
upon the dei elopment of this situadon in the early post-'iVar 
\ears ivere again felt, but ivith a force more disastrous to 
ivorld trade because certain alledadiig circumstances previ- 
ously present were absent after igsg. General financial and 
economic condidons prevented the applicadon of methods 
of valorization, which had temporarily eased the earlier situ- 
ation. The pracdcal cessadon of intemadonal lending re- 
moved die possibility of sustaining the depleted purchasing 

6 There were certain exceptions to this general rule. Raw consumers* goods 
showed much greater strength than did rate materiak destined to pass 
through the industrial machine. Again, the margin between the prices of 
raw and processed goods behaved in a distinctive fashion in Germany. That 
countrv v'tss unique during this peried: it nas a highly developed manufac- 
turing country, yet it stood in a debtor relation to the commercial world in 
general. 



i82 prices in recession and recovery 

pov/er of rav/ material producing areas by means of nev; 
loans, and these areas had no buckler to oppose to the storm 
that broke upon them. Moreover, the normal international 
obligations of such areas, for imported manufactured goods, 
insurance, financial and shipping services, service upon capi- 
tal loans secured from the great financial centers, had been 
made even heavier by e.xcessive loans, many for unproduc- 
tive purposes, during the boom years that preceded the 
recession. By a cruel conjuncture of circumstances, the price 
schism v.-as reopened at a time v/hen raw material producers 
v:eTC e.xposed on every flank to adverse forces. 

Nor v.'c-re industrial producers in much better case. Most 
of the conditions that helped, earlier, to protect many indus- 
trial elements ("particularly in the United States) from the 
adverse effects of tlie price schism, v.'hile preser\-ing to them 
the advantages that it offered, were absent from 1929 to 1933. 
Installment selling v.-as severely curtailed. The great ex- 
pansion of capital exports that helped to open foreign mar- 
kets to .American producers in the first post-^V''ar decade 
v.-as not duplicated in the second decade. Fortuitous profits 
from speculation were no longer available to swell buying 
poxver. Tlie impact upon the industrial structure of the 
greatly reduced purchasing pov.-er of raw material producers 
v.-as apparent at once in increasing unemployment. (Other 
elements, of course, contributed also to the volume of un- 
employment.) The consequent reduction of the purchasing 
power of industrial v,-orkers reacted to intensify the difficulty 
and to sv.-ell still further the number of unemployed. De- 
pleted purchasing pov.-er and misery on the one hand, unem- 
ployment and misery- on the other— these were the concomi- 
tants of the sharp svidening of the schism that separated the 
prices of raw materials from those of finished goods. 

One arresting fact about this great price gap that was 
opened, or reopened, between 1929 and 1933 is that it ap- 
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peared, internationally, as a di\-ision between tt\’o gteat 
groups of countries. In most countries today botlt extractive 
and manufacturing industides are found, but usually one 
type of industry predominates and determines the general 
cliaracter of die national economy. By and large, die coun- 
tries of ivesterii Europe constitute a distinctively industrial 
area, ivliile the rest of the world, excluding small areas in 
Asia and the industrialized regions of Nordi America, is 
devoted primarily to the extraction of rair materials and the 
cultivation of crude foodstuffs. As we have noted, die price 
schism of die first post-^\'^ar recession and ensuing years 
opened up a definite cleavage betiveen industrial and colo- 
nial areas, and this cleavage, together irith related circum- 
stances connected iritli the moi ements of capital, constituted 
a dominant feature of the irorld economic scene during diis 
period. The same cleavage between manufacturing and raw 
material producing areas became an outstanding feature of 
die depression that began in 1929.' 

This condition is clearly revealed by measurements of die 
net barter terms of trade of industrial countries and of coun- 
tries exporting rair materials and importing industrial prod- 
ucts (Table iS). In 1932 the United Kingdom gave 13 per 
cent less of exports, by volume, dian in 1929, and 24 per cent 
less than in 1913, in excliange for a fixed quantity of imports. 

■ Every cydiral depi'cytion, of course, has opened \ip a similar dea\'age, since 
the prices of rair inateri.als are far more sensitive to dianges in business 
conditions than are the prices of manufaciurcd goods. But in the present case 
the deavagc differs .so marketlly from that iisnally developing in tlie course 
of business cycles that it is not improper to use tlte term ‘schism’. The 
differences between the bi'cak here in qttestion and that ustially found in 
business depre-ssions are differences of magnitude, of duration and. funda- 
mentally. of background. For the decade preceding the igeg break was a 
decade of -weakness in raw material prices. The sdiism of igeg-gs tvas 
virtually an intensifievtion of a condition that had been present in the 
tcorld economy since the ending of the War. 
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The reason, of course, is that the prices of imported food- 
stuffs and materials had fallen much more than had the 
average price of exported industrial products. The trading 
relations of France, Germany and the United States with 
the rest of the v/orld v.-ere altered in similar fashion. In 1932 
these three countries were giving, respectively, 13, 31 and 16 
percent less than in 1929 in exchange for constant quantities 
of imports. .At the other extreme are the colonial areas, sell- 
ing foodstuffs and raw materials in exchange for industrial 
products. In 1932 the terms of exchange had so altered for 
Xev.- Zealand that it v.-as forced to give 58 per cent more, in 
volume, than in 1929, in return for a fixed quantity of im- 
ports. For the Dutch East Indies the figure was 46 per cent, 
for Argentina 52 per cent. Here in accentuated form was 
the same .great cleavage that had been opened up between 
1919 and 1921, 

PRICES OF INVF-ST.MENT EQUIPMENT AND OF GOODS FOR HUMAN 
CONSUMPTION 

In the main, the price behavior of major commodity 
groups during the recession and depression initiated in 1929 
resembles that observ'cd in previous cwclical recessions, al- 
though in the most recent depression movements were more 
extreme both in magnitude and duration. One important 
difference is to be noted, however. In pre-War business 
cycles the prices of those particular producers’ goods that 
are intended for use in the construction of capital equipment 
fell as rapidly as the general price level, or more rapidly. 
This facilitated the resumption of expenditures on new 
capital equipment and on the repair of old capital equip- 
ment during the later stages of depression and the early 
stages of revisal, and thus stimulated general business re- 
covery. During the latest depression, as in the period preced- 
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ing die recession of 1029. the prices of goods entering into 
capital equipment remained relativelv high. 

In most industrial connu'ies for idiich ice have appropriate 
records depression prices of capital equipment icere rela- 
tively higlier than die prices of goods intended for ultimate 
human consumption. In Germany industrial finished goods 
intended for die use of producers icere onlv 17 per cent 
lower in price in Januaiv- 1035 dian in 1020: industrial 
finislied goods for sale to final consumers i\*ere 35 per cent 
loiver. In Canada producers' equipment in Februaiy 1033 
iras S per cent loicer in price than in 1020; consumers' goods 
■were 27 per cent loicer. In the United States, in February 
1933. producers' goods intended for use as capital equipment 
icei'e 27 per cent lower diaii in 1929; consumers' goods -scere 
55 per cent lo-vver. This situauon is connected rddi the 
general ra'w-processed schism already discussed. Those raw 
materials which were '^veakest in price were, in general, agri- 
cultural products intended for human consumption. Fur- 
diermore. the effects of control diiwigh cartels, agreements 
and combinations of ^arious sorts have been felt most di- 
rectly by goods intended for use in capital equipment. It is 
probable, too. diat \ari0u5 fixed and relatively intractable 
elements of cost pl.ayed more important parts in the produc- 
tion of goods of the capital equipment nye tlian in tiie out- 
put of consumption goods. Tlie net result of aU these circum- 
stances (and of other economic conditions) was that in the 
recent depression capital equipment became relatively more 
expaisive. and that its pmdnctioii teas retarded. This tended 
to remove one of tlie factora usually facilitating a reAmnl of 
economic activity after a severe depression. 

It is notable that these price relations were reversed in 
Japan. In June 1932 the prices of Japanese producers' goads 
were 4S per cent lo-vcer than in 1020: the prices of consumers' 
Jioods -ivere 50 per cent loAcer. Here Acas a condition of ver}' 
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economic system has previously functioned is thus suddenly 
altered,, a violent drop in die volume of goods exchanged 
may be expected. (Curtailed purcliasing poirer is immedi- 
ately reflected in reduced demand. Enhanced purcliasing 
power, re.al or potential, is likely to be effecdve only irith a 
time lag.) This is precisely trhat happened ichen the recent 
price collapse occurred. 

The purcliasing poirer of rair material producing areas 
was reduced, even before die collapse of rats’ material prices, 
by die diminution of foreign loans, a process diat began in 
192S. "Wlien to this ireakness iras added the effect of rapidly 
declining prices of dieir major products, die pots'er of such 
colonial areas to purchase industrial products ts'as very seri- 
ously impaired. In Table 12 an attempt is made to appraise 
roughly die losses in aggregate puicliasing power due to diese 
tts’o factors, for selected colonial areas. 


T B L E 1 ; 
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in shoi't- and long-term loans. Such loans, tvhicli amounted 
to over 300 million dollars in 1929, had fallen to zero by 
1931, and had taken on negative values in 1932 and 1933. 
The flotv’ of capital tvas outward. Capital movements do not 
necessarily hat'e a physical counterpart in the mox^ement of 
goods, but tliis shift in die movement of short- and long-term 
funds contributed in no small degree to die weakness of raw 
material producing areas. Falling exports and declining capi- 
tal loans served, togedier, to reduce die total sum (in terms 
of gold dollars) available to these five countries in 1931 for 
use in foreign markets by something over 50 per cent of the 
1929 figure. By 1932 die decline amounted to 64 per cent, 

(Footnote to Table iz concluded) 

■VrrROXIMATE VALUE OF 
C.\riTAL LOANS, IN MILUONS 
OF FORMER U. S. COLD DOLLARS 

[netinw.ard (-{-)or 

EXPORTS OUTWARD ( — ) BALANCES] 
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♦ D.TI.T on cnpitnl lonns are for the year October i-Septeniber go. 

•• Data on capital loans arc for the year July i-Jnne go. 

••• Data on capital loans are for the year April i-March 31, 

The index numbers of the gold prices of imports, as given in Table le. 
are averages of index numbers for the indiAidual countries; for iggs and 
rggg, data for Australia ivere not available, and estimates for that countr)- 
■wei'c based on data for Neiv Zealand. 

Data on capital movements were not aATiilable for Argentina for igge and 
iggg. Estimates for these years Avere based upon data for the four other 
countries. 

The figures in the three columns relating to exports are derived inde- 
pendently, hence all items in column (3) arc not consistent tvith corre- 
sponding, items in columns (1) and (2). In general, the discrepancy is small. 
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igo 

and by 1933 to 67 per cent.'* If we measure from 1929 as 
base, and take rough account of the fall in the average prices 
of goods imported by these countries/'' we find that reduced 
exports and falling capital loans together would account for 
a drop approximating 40 per cent in their purchasing pov/er 
in foreign markets, that is, in the physical volume of manu- 
factured goods purchasable by the funds coming from these 
two sources. (Part of tlicse credits in foreign markets would, 
of course, be used in debt service and for other purposes not 
directly involving the purchase of goods.) 

These records indicate how substantial was the reduction 
in the flow of manufactured goods from industrial areas to 
certain important raw material producing areas, and how im- 
portant teas the part played by price changes in this decline. 
They reveal, also, the effect of the stoppage of capital move- 
ments on the aggregate purchasing power of raw material 
producing areas. For the world at large a decline in the vol- 
ume of international trade in raw materials accompanied the 
changes we have noted, although it did not approach the drop 
in the volume of manufactured goods exported by industrial 
countries.^^ In international as in domestic trade the prices 


9 Ofher items in the bnlnncc of p.Tvmcnts of these countries affect their 
purchasing power in foreign markets. The above figures define changes due 
to the influence of two important factors which were subject to considerable 
variation over this period. 

to The follosving index numbers measure changes in the average gold prices 
of goods imported by these five countries. 



/p2p 

rpjo 

jppi 

ipja 

^933 

Union of South Africa 

100 

03 

81 

62 

42 

Argentina 

100 

83 

7 J 

60 

57 

Dutch East Indies 

100 

94 

74 

61 

5 > 

Australia 

100 

93 

8t 



Nesv* Zealand 

100 

95 

77 

58 

50 


(Review of World Trade, 19J4, League of Nations, pp. 76-83) 

It The folloiving estimates, from the Review of World Trade, ipj4 (p. 16) 
issued by the Economic Intelligence Service of the League of Nations, indi- 
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of nianufactui'ed goods A\-ei'e maintained, relatively to the 
prices of foodstnlis and other ratr materials, and tlie rongh 
equalization of tlie aggregate values of goods exclianged tlius 
entailed a correspondingly gi-eater decline in die volume of 
manufactured goods entering into trade. In addition, of 
course, the trade in manufactured goods among industrial 
countries suffered great losses. 

A large part of die decline in trade betireen rair material 
producing areas and industi'ial areas may be atti'ibnted to die 
effect of price disparides and die reduced volume of foreign 
lending upon die purcliashig power of colonial areas, and to 
die effect of iinemploxTOeiit and irage reducdon upon die 
purchasing poirer of industrial areas. In trade betireen in- 
dustrial areas direct price disparities play a less important 
role. Here the reduced purcliasing power of industrial irork- 
ers was a serious depressant. To diese factors must be added 
the important retarding influence of neir and higher tariff 
barriers. These, and the accompanying development of trade 
restrictions, quotas and similar impediments to die move- 
ment of goods in customary dianiiels, intensified die depress- 
ing influence of price disparities and unemployment and 
served still further to reduce die purchasing power of con- 
sumers generally. 


PROBLEMS OF RE.-M)JL-STMEXT ANU RECOVERY 


"World history' in modem times has been a record of stead- 
ily expanding iiiteniadonal trade resdng, in laige part, upon 


cue the rdstive magnitudes of tlie changes in the volume of trade of three 
classes of commodities and in corresponding unit prices: 
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the exploitation of the natural advantages of different eco- 
nomic areas. (Accident and priorities of exploitation played 
rather important roles, of course, in the regional division of 
labor.) At the bottom of the spiral of recession in world 
commerce and deflation of world prices, in 1932 and 1933, 
the v/orld faced a major question: Were the advantages of 
regional economic specialization to be fully exploited in 
the future or, in considerable part, foregone? In another 
form, this was the question whether national or international 
trade was to develop, relatively to the other.’* The ^Vorld 
War and the economic and political difficulties growing out 
of it posed this question for more conscious consideration, 
perhaps, than it had ever received before. 

The alternative lines of development, if clearly distin- 
guished, involve sharply different economic policies. Na- 
tionalistic development would be expected to proceed upon 
the basis of maintained quantitative and other restrictions 
upon imports, a slow shifting of national productive energies 
to new channels and a correspondingly slow absorption of 
unemployed workers and capital, the continuation of world 
trade in low volume, relatively to world production, and the 
persistence of living standards (as measured in terms of real 
wages and incomes) below those that would be supported by 
a full utilization of the world’s productive resources. Inter- 
national price and cost relations based upon earlier condi- 
tions of freer trade would no longer prevail. Price and cost 
‘disparities’ (in relation to earlier standards) would persist. 
The international price system of the past, with national 
price and cost structures standing in working relations one 
with another and subject to mutual modification and read- 

12 The question has been put in this form and its implications developed in 
a paper by John H. Williams on "The World’s Monetary Dilemma — Internal 
versus External Monetary Stability" {Proceeding! of the Academy of Political 
Science, April 193.J, pp. 62-68). 
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justment, would undergo a substantial claange in character.^^ 

Readjustment and recovery to be effected through tlie 
restoration of a working inteniational oi'ganization "would 
require quite different foundations. Some lowering of tire 
barriers to rrorld trade, particularly of those quantitative 
restrictions that served as absolute impediments to equilib- 
rium through price readjustment, rvas essential. Some resto- 
ration of tire international florr of capital rras, if not a 
necessary condition, at least of very considerable importance. 
Finally, and of greatest weight, drere were necessary the in- 
terrelated price aird exclrange readjustrrrents that rvould per- 
mit the reconstruction on a stable basis of a world price 
systeirr, with irational price arrd cost structures standing in 
more effective working relation than "^ras possible under dre 
disturbed conditions of dre depression period. Sudr recon- 
strucdon of a rvorld price system rvould not, of course, mean 
dre restoration of the precise relations drat prevailed prior 
to the recession. Many deep-seated aird irreversible ciranges 
had occurr'ed, arrd recoirstrucdon rvould involve adaptation 
to drese. But if dre padr to'svards a recovery of irrternatioiral 
trade rvere to be takeir, it rvould be arr adaptation drat rvould 
facilitate arrd not iirrpede regional division of labor and dre 
srrorvdr of rvorld commerce. 

O 

Lookiirg forrvard, fr'om die demoralized state of rvorld 
trade arrd rvorld intercourse prevailing iir 1932, after drree 
years of recession, drese trvo dear altenratir'es rvere open, 
but it rvas not to be expected drat eidrer rvould be follorved 
rigorously. Iir ti'acing die events of die succeeding years rve 
shall be concerned rvidr dre diaracter of dre compromise 
actually effected betrveen nationalistic commercial develop- 
ment and an international economic organization. 

IS A lucid exposition of the effects upon price and cost relations of quantita- 
tive restrictions upon international trade is given in “Exdiange Rates and 
Prices," bv J. B. Condliffe. in Index (Svenska Handelsbanken), J.anuarv- 1935. 
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World Price Movements in Recovery 

The general character o£ world price movements since the 
checking o£ recession in 1932 and 1933 has been indicated in 
the opening pages o£ this chapter. As various countries broke 
loose £rom the gold standard the declines in their domestic 
prices were stopjied. In many instances lairly substantial 
price advances have been scored, in terms o£ national cur- 
rencies, The downward pressure on gold prices persisted, but 
even here the lilt o£ domestic price levels has been sufficient 
to advance gold equivalents somewhat in several countries. 
The movements o£ both sets o£ prices £rom 1929 levels to 
tlie depression lows, and the subsequent advances, are graph- 
ically portrayed in Figure 9. The extent o£ the advance £rom 
the low point is indicated, £or each country, by the white 
area on the bar. 

The degree of divergence among national price levels, 
even in terms of gold values, is notable. The low points, with 
reference to 1928 or 1929 high values as 100, ranged from 
29 for Japan to G4 for Germany. Some advances from de- 
pression loivs ivere scored in gold price levels to the spring 
of 1936. In the main, these were inconsiderable. The sig- 
nificance of certain of these movements is clouded by the 
presence of official control over foreign exclianges. For the 
world as a 'whole the recession of gold prices of commodities 
had been checked by 1936 but substantial recovery was still 
to come. 

The bars relating to the movements of price levels in terms 
of national currencies tell a somewhat more encouraging 
story. Here, e.xcept in a few countries, the levels of the de- 
pression lows were definitely left behind. Only the bars re- 
lating to Poland and the Dutch East Indies show no white 
areas. In Argentina, Peru and Chile, 1929 price levels were 



J06 PRICES IN RECESSION AND RECOVERY 
parsed, in the advance. The United States, v.dth a gain to 
March 1936 of 33 per cent above the depression low, and 
Japan v/ith a gain of 30 per cent, are among the countries 
having made the greatest advances. In the United Kingdom 
v.'holesale commodity prices advanced 13 per cent. 

The price gains of recovery*, in terms of the various na- 
tional currencies, arc to be appraised with reference to gold 
price levels, corresponding to current exchange rates. The 
differences between the gold price levels as of March 1936 
/'indicated by the arrows in the diagram) and the price levels 
in terms of national currencies may be noted on the chart. 
7 'hcrc is a rough inverse relationship; high national price 
levels are associated v/ith lo^v gold price levels, and lov.* na- 
tional price levels with high gold price levels. But there is 
far from a simple and invariant relationship between depre- 
ciation, as measured by exchange rates, and domestic price 
levels. In general, the advances of domestic prices have not 
been commensurate with the depreciation of national cur- 
rencies. Thus in the United States a reduction of 41 per cent 
in the gold value of the dollar was follorved by an advance, 
to April 1936, of only 33 per cent in average v;holesalc 
prices. fThe advance is measured from the level prevailing 
in February 1933. Suspension of the gold standard dates 
from .April jo, 1933.) A rise commensurate with the reduc- 
tion in gold value would have amounted to 69 per cent. 
Similarly, quoted rates on the pound sterling, as of April 
1936, represented a decline of 40 per cent in its gold value. 
An equivalent price rise v/ould have amounted to 66 per 
cent. The actual advance in wholesale prices from the date 
of departure from the gold standard to .April 1936 amounted 
to 13 per cent. There is, of course, no reason to expect a 
rigid relationship between prices and the gold value of the 
monetary unit under contemporary currency* and bank- 
ing conditions, but the highly imperfect relationship in these 
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countries is icortliy of note. Indeed, there is evidence that 
currency depreciation by important commercial nations has 
exerted deflationary pressure outside their borders, perhaps 
in greater degree than it has exerted inflationary' pressure 
domestically. For the reduction of gold prices, ivhich depre- 
ciation entails, tends to push tcorld gold prices do^mn-aid, 
and countries still on the gold standard feel the full force of 
this push.-'® 

The Structure of 'Worud Prices ix 1936 

"^Ve have seen, in the early part of this chapter, that the 
sloic process of rebuilding a rvorld trading organization 
after the disruptive period of "^Var and post-'War disturbance 
iv-as iTolendy checked in igsg. The innumerable cost and 
price relations -ft-hidi condition the actual exchange of goods 
and sendees tcere broken or seriousiv distorted during the 
recession. Nationalistic political considerations intensiSed 
economic factors in creating barriers to economic intercourse 
and checking the flotc of goods in international trade. As a 
result of the play of these ■^'arious forces the physical volume 
of iTorld trade '^n'es reduced 26 per cent bettveen 1029 and 

1932. 

In tlie brief predous surrey of the situation existing at 
tlie lore point of the depression and in the early months of 1 936 
attention r^-as dia'vi.'n to the disparate movements of prices 
and costs, and to some or their economic consequences. '^Ve 
turn noic to the changes ocxmrring during the period of 
general world recovery. 




In mUov-'ing the movements of price recovery it is well to 
compare situations at sneciSc dates, although the depression 
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TABLE 13 (cont.) 

WHOLESALE PRICE INDEX NUMBERS, THIRTY-TWO COUNTRIES, 

igag — MARCH igsS 

NATIONAL CURRENCIES GOLD VALUES 



Average 

Feb. 

Mar. 

Average Feb. 

Mar. 


192P 

^933 

1936 

1929 

1933 

jp36 

Stveden 

100 

76 

84 

100 

51 

48 

Norway 

100 

81 

89 

100 

53 

49 

Austria 2 

100 

82 

83 

100 

66 

65 

Japan 2 

100 

82 

87 

100 

37 

32 

Denmark 2 

100 

83 

93 

100 

47 

45 

New Zealand 

100 

88 

93 

100 

50 

45 

Argentina 2 

100 

89 

102 

100 

54 

39 

Finland 

100 

91 

93 

100 

54 

48 

Peru 

100 

92 

103 

100 

40 

38 

Spain 2 

100 

96 

100 

100 

54 

55 

Chile 2 

Median 

100 

179 

187 

100 

89 

46 

Unweighted 

100 

70 

77 

100 

54 

49 

Weighted s 100 66 80 lOO 

Index of dispersion of price levels 

Unweighted 13.6 12.3 

Weighted 6 6.8 7.5 

source: League of Nations; Monthly Bulletin of Statistics 

59 

12.5 

11.0 

49 

12.8 

12.2 

1 Countries on gold standard, March : 
8 January 1933. 4 October i 

1936- 

935- 

2 Official foreign exchange control. 
5 April 1936. 

6 Weights are based 

upon relative importance of foreign trade 

in 1929 



this period is indicated by an index (unweighted) of 13.6 
per cent.^® In terms of gold values the median decline was 
greater, amounting to 46 per cent. The index of dispersion 
was slightly lower than that for domestic price levels mea- 
sured in the various national currencies. Some of the impli- 
cations of these wide disparities have already been suggested. 

From February 1933 to March 1936 the median of the 

15 This is half the range betiveen the two quartiles, expressed as a percentage 
of the median. 
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Price index numbers on the 1929 base relate to a standard 
of sometvhat uncertain economic significance. There is no 
reason to believe that the relations of that year represent a 
state of equilibrium. Indeed, no post-War year would serve, 
if this test tvere applied, and pre-War years are so far removed 
from the situation immediately preceding tire 1929 recession 
that they constitute unsatisfactory criteria. Yet it is desirable 
that the changes of the period 1929-36 be vietved against a 
standard other than that of 1929. Table 14 facilitates such 
a vieiv. 

In terms of national currencies wholesale price levels in 
the twenty-nine countries here represented scored a median 
advance (untveighted) of 47 per cent betu'een 1913 and 1929. 
Recession carried the median level doivn to a point 6 per 
cent above tliat of 1913, while recovery to March 1936 
brought an advance to 18 per cent above. The emplo^anent 
of gold as a common denominator gives a different picture. 
■Wholesale price levels' in gold terms advanced 37 per cent 


.nrc shown below. For the present purpose the bases of these inde.v numben 
have been shifted Irom 1925, as originally computed, to 1929. 



^9-9 

February 

m3 

March 

m^ 

Belgium 

100 

58 

64 

Ctanada 

100 

53 

68 

France 

100 

65 

63 

Germany 

100 

66 

75 

Italy 

100 

64 

• 

Netherlands 

100 

48. 

52 

New Zealand 

100 

76 

84t 

Sweden 

100 

70 

84 

Union of South Africa 

100 

73** 

Sot 

United Kingdom 

100 

68 

75 

United States 

100 

50 

74 


• Not awilablc. •• J.anuary 1933. f February 1936. 

The Bowley-Smith inde-V numbers are published currently in the Bulletin 
of the London and Cambridge Economic Service. 
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from 1913 to 1929. Early in 1933 the median index was 26 
per cent below the 1913 standard; by March 1936 this had 
been carried to a level 33 per cent below. (Weighted and 
un^veighted averages show the same general movements.) 
With only one exception (Germany) average gold prices of 
commodities at wholesale in 1936 were lower than in 1913. 

A considerable degree of divergence among national price 
levels is to be expected, over a period of two decades. It is 
important, ho^vever, to determine ^vhether the changes of 
recent years have brought an accentuation or a reduction of 
the disparities among price levels that developed during the 
War and the immediate post-War years. Unweighted mea- 
sures of dispersion indicate a sharp divergence of national 
price levels from 1929 to 1933, a very slight reduction of this 
divergence by March 1936. Re-valuation occurred in a num- 
ber of countries, and the various domestic price levels and 
price structures stood far apart indeed. ^Veighted measure- 
ments shots’ the same changes, in less pronounced form. 
\Vhen prices are reduced to gold terms, on the 1913 base, the 
unweighted measurements indicate no material change in 
dispersion between 1929 and 1933, a considerable advance 
during the three years follotving. The weighted measure- 

TADLr, l.\ 

WHOLESALE PRICE INDEX NUMBERS, TtVENTY-NINE COUNTRIES. 

1913 — MARCH 193G 

(In terms of national and gold currencies; ipi^=ioo) 



NATIONAL CURRi;NCir.S 


GOLD VALUES 



Aver- Aver- 



Aver- 

Aver- 




age 

age 

Teh. 

Mar. 

age 

age 

Feb. 

Mar. 



1929 


19}6 

191^ 

1929 

1953 

1936 

Egypt (Cairo) 

100 3 

I iG 

72 

83 

100 3 

1 iG 

5 * 

53 

Dutch East Indies 1 

100 

148 

74 

G.i 

100 

148 

74 

64 

Netherlands 1 

100 

L {2 

74 

78 

100 

142 

74 

78 

Estonia 2 

100 

117 

82 

90 

100 

117 

82 

55 

Hungary ~ 

100 

121 

83 

9 ‘ 

100 

104 

72 

79 
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TABLE 14 {coni.) 

^VHOLES.\LE TRICE INDEX NUMBERS, T\S-ENTY-NINE COUNTRIES, 

1913 — ^MARCH 1956 

NATIOXAL ClTKEXaES COLD VALL'ES 




- -■It'c'r- 



Al'cr 

- dx'cr- 





oge 

Feb. 

Mar. 

age 

(Sge 

Feb. 

dfflr. 


jpi '5 

reap 

ipyy 

Ip.; 6 

■rp/3 

jpap 

■1933 

1036 

Lama 2 

100 

ISO 


S7 

100 

120 

54 

S7 

India (Calcutta) 

100 5 

141 

S6 

9 > 

300 S 

15S 

6S 

62 

United Stales 

lOO 

157 

S6 

i >4 

100 

>57 

SS 

67 

Union of Soutli Africa 

300 

n6 

S74 

100 6 

100 

116 

62 * 

6ot 

Switrerland 1 

100 5 


90 

91 

100 S 

141 

90 

9 > 

Genuanv t 

100 

>37 

9 > 

104 

100 

>37 

9 > 

104 

Canada 

lOO 

>•49 

99 

>>S 

100 

>49 

ss 

67 

United Kingdom 

ICX) 

156 

99 

110 

100 

156 

70 

60 

Austria s 

100 5 

150 

io6 

>07 

100 S 

93 

62 

61 

Sweden 

100 

140 

106 

iiS 

100 

140 


67 

-Argentina s 

100 

laS 

115 

130 

100 

1=5 

67 

49 

Norway 

100 

>49 

121 

132 

100 

>49 

79 

75 

-Australia 

lOQ 

id6 

joev 

>37 

100 

i 65 

69 

66 

Denmark i 

100 

150 

124 

>39 

100 

150 

7 > 

6S 

New Zealand 

100 

>47 

150 

>37 

100 

147 

73 

65 

Japan = 

ICK) 

166 

156 

>44 

100 

>55 

57 

46 

Spain - 

100 

16S 

162 

iBS 

300 

155 

73 

75 

Teru 

100 

1S6 

172 

192 

lOO 

156 

62 

60 

Italy = 

100 

4S1 

293 

54S5 

lOO 

151 

7 ?^ 

1 “/ ' 

CJiile I 

100 

19a 

345 

560 

100 

ilS 

>05 

55 

France r 

100 

6 s 7 

4 CU 

376 

100 

127 

?2 

76 

Belgium - 

100 5 


5 >s 

57 ^ 

300 s 

124 

75 

61 

Ccechoslorakia ' 

100 ^ 

035 

633 

T^S 

100 s 

>34 

95 

S6 

Bulgaria = 

100 s 5447 1S5S 

1910 

100 S 

>45 

76 

79 

Median 









Unweighted 

100 

147 

io 5 

iiS 

100 

>37 

74 

67 

'W'eighted t 

100 

>37 

op 

114 

100 

>57 

7 ? 

67 

Index of dispersion 









Uinveighted 


12.9 


35 - 


9 - 

9.1 

i 5 -> 

■Weighted t 


10,6 

IQ^ 

154 


2.6 

lo-s 

7-5 


sol'KCE; League ol Naiions. Monthly Bulletin of Statistics 
1 Coiinlries on gold standard. March 1936- * Official foreign exchange control, 
s 10,4. 4 Jamiarj' 1035, 

5 October 1935. April 1956. 

' IS'eighls Ixa.scd npon rdatir'e importance of foreign trade in 19SQ. 
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merits show a remarkably small degree of divergence of gold 
price levels in 1929, on the 1913 base (a somewhat fortui- 
tous result, due to the fact that the price indexes for the 
three most heavily weighted countries— United States, United 
Kingdom and Germany— were within one point of one an- 
other in 1929). Thereafter the divergence increased mate- 
rially v/ith depression, declined somewhat from 1933 to 1936. 

It is a fair assumption that unequal movements of national 
price levels alter adjustments of prices and costs on which 
international trade is based. These movements may open 
some opportunities for profitable trade, but the net effect is 
probably adverse. The various measurements of dispersion 
just reviewed indicate a definite increase of divergencies 
from 1929 to 1933, a movement that was particularly pro- 
nounced in terms of national currencies. Thereafter, with 
general recovers-, there was some lessening of disparities, 
though the picture as a whole shows no substantial improve- 
ment for the commercial rvorld in general. International 
price divergencies remained wide in i93f>. v/hethcr the stand- 
ard of reference be 1929 or 1913- There is nothing sacred 
about these standards, it is true, except that each represents 
conditions under which trade had been carried on in con- 
siderable volume. The movements of recovery-, through the 
early months of 1936, rverc far from restoring cither set of 
conditions. But we must consider other types of evidence 
bearing on international price and cost relations, 

DISPARITIES OF PRODUCTION COSTS 

Lagging adaptation of various prices and wage rates to 
alterations in the value of money may lead to rather w-ide 
differences in relative production costs during a period of 
rapid and unequal variations in price levels and in exchange 
rates. Since rve have no direct and comparable measure- 
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ments of production costs in different industrial countries 
tee are obliged to estimate relative dianges. This -was done at 
an earlier point for tlie period of recession. There ire found 
tltat in December 1932 Japan and five countries of die ster- 
ling bloc stood in reladvely strong competitive positions, 
since ivages, food prices and other living costs had not risen 
by amounts commensurate ividi die decluies in die external 
values of dieir cuiTencies. France, Czediosloiukia, Belgium 
and die Nedierlands consdtuted a rdativdy high cost group; 
die United States and a small number of European countries 
irere in a middle posidoii. ’iVe may noir trace die dianges 
brought by three year's of cun'ency depredation, continuing 
dedine in gold prices, and vardiig price adi'ances in terms 
of nadonal cunencies (Table 15). 

The dianges in the internadonal i-alues of die dollar re- 
suldng from American departure from the gold standard are 
revealed by a comparison of die entries for December 1932 
and for December 1933. In only four counmes (Australia. 
New Zealand, Denmark and Japan) ivas the 1933 value above 
that of 1929. But ive may pass directly to a study of die 1935 
situation. As of December in that year die I'alue of die dollar 
was higher dian in 1920 in the currendes of four countries 
(Australia, Denmark, Japan and Neiv Zealand), equal to die 
1929 value in the currency of one country' (Canada), and 
beloiv die 1929 mines in die currendes of nine countries 
(Belgium. Czedioslovakia. Estonia, France, Germany, Italy, 
Nedierlands, Poland and die United Kingdom). "iVe are here 
concerned, howei er, not i\*idi changes in die relative i-alues 
of diese mrious national currendes but isnth die degree to 
ivhich food prices, lii iiig costs and wages may have adapted 
themselves to diese shifting relations among nadonal cur- 
rendes. The movements from 1929 to Mardi 1936 are shown 
gi-aphically in Figure lo. 

Japan is outstanding among die coimtries in a strong com- 
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figure 10 

INTERNATIONAL COMEARISON OF CHANGES IN PRODUCTION 

COSTS, it)2!)-i935 


Graph Shoiring Relative Amounts by ivhich the Changes in Stated Series 
relating to Production Costs in I'anous Countries Exceeded or Fell Short of 
Changes in Corresponding Series for the United Slates, Account being Taken 
of Relative Changes in the Values of National Currencies 

{measurements of percentage changes from Jpap to December ip^^) 


Food Prtcfs 
0333 ^ 





Gorminy 
Nethtrijnds 
Ciochoslovokii 
Frjnco 
Italy 
Belgium 

United Kingdom 
Poland 
Denmark 
Canada 
Esionia 
New Zealand 
Australia 

Japan 

Percentage 

change *50 0 +50 

The movement is shoivn as positive wlicn the diangc in the country named 
exceeded the change in the corresponding series for the United States; it is 
shown as negative when the diange was less than that in the series for the 
United States. 


petitive position in 1935. relatively to die United States. 
The value of the dollar in December 1935 ivas 59 per cent 
higher dian in 1929, in terms of Japanese currency. The vari- 
ous Japanese internal series diat ive are using as indexes of 
relative production costs irould have been approximately 59 
per cent above the corresponding American figures, on the 
1929 base, if costs had been adjusted to die clianged yen- 
dollar relationship. Actually they were far below diat level. 
Living costs and food prices were, respectively, only 5 and 12 
per cent above the United States figures, and -wage rates 



2o8 prices in recession and recovery 

were 17 per cent below. Also in relatively strong positions, 
although with no such margin of apparent advantage as that 
of Japan, were New Zealand and Australia. Canada, Estonia 
and the United Kingdom stood on terms of approximate 
parity with the United States. 

Typical of the countries in positions of relative disadvan- 
tage in 1935 is France. The value of the dollar in terms of 
the franc was 41 per cent lower in December 1935 than in 
1929. But wage rates had changed by the same amount, rela- 
tively, as in the United States, living costs v/crc 5 per cent 
higher in France, and food prices were only lo per cent 
lower. There appears to have been no reduction in internal 
cosLs corresponding to the advance in the external value of 
the franc. With France, although in less pronounced posi- 
tions of comjK'titivc disadvantage, stood Czechoslovakia, 
Germany, Italy and tlie Netherlands. (The list does not 
purport to be complete, since we are restricted to countries 
for which reasonably comparable index numbers arc avail- 
able.) 

The measurements of living costs, wages, etc., which we 
have used as indexes of relative production costs, provide 
only rough approximations to the actual competitive posi- 
tions of different countries. But there is no reason to doubt 
the essential truth of the picture we secure from Table 15. 
The changes in relative values of national currencies and in 
internal prices and costs that occurred between 1929 and 
J935 worked havoc with the international cost relations in 
terms of which international trade was being re-established 
in 1929. Indeed, the magnitude of the differences developing 
is perhaps not sufficiently emphasized in Table 15, since the 
United States, which is the standard of reference, stands 
roughly in the middle of the divergent economies. If we 
compare Japan with France we have the accompanying 
measurements. Over this period of six years the value of the 
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IN'DEX INDEX NUMBERS IN DECEMBER 1935 

NUMBERS OF THE OF VARIOUS SERIES REL/VTING TO FRO- 


VALUE OF THE FRANC DUCTION COSTS, AS PERCENTAGES OF COR- 

IN TERMS OF THE YEN RESPONDING MEASUREMENTS FOR FRANCE 



ip2p 

Dec. 

1935 

Food 

prices 

(rp2p=roo) 
Cost of 
living 

iVnge 

rates 

France 

100 

100 

100 

100 

100 

Japan 

100 

270 

124 

100 

CO 


franc increased 170 per cent, in terms of the yen. The vari- 
ous domestic series for Japan should have risen by roughly 
equal amounts, relatively to tliose of France, if general equal- 
ity of competitive position tverc to be maintained. But they 
did not. Food prices in Japan rose 24 per cent more than did 
food prices in France, cost of living paralleled the correspond- 
ing Frencli series, and trage rates fell to a level 15 per cent 
below those of France. The measurements provide a striking 
example of the disorganization of competitive relations 
■wrought by currency depreciation and divergent price and 
cost movements between 1929 and 1935. 

As regards dte relations between national cost structures, 
then, 1935 presents a disorganized picture. The world "was 
not yet adapted to the suddenly-created differences of the 
several years preceding; it could not be so adapted trithout 
tvrenching existing national productive organizations still 
further. Nor did the neudy-established quotas and heightened 
tariff barriers promise to expedite a return to earlier trading 
relations. In spite of many signs of domestic improvement 
the condition of international trade remained black and un- 
promising at the end of 1935.^" 

1" Dei'nliintion in France, Switzerland, the Netherlands and Italy, whicli was 
announced in September and October 1936, promised to edect substantial 
alterations in the relations shown in Table 15. The re-establishment of cur- 
rency relations icith other countries closer to those of 1929 would be 
expected to remove some of the worst disparities among the series relating 
to production costs. 
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PRICES IN RECESSION AND RECOVERY 


DISPARITIES OF COMMODITY PRICES 

In earlier pages attention has been drawn to the post-War 
appearance, and persistence, of a world-ivide schism between 
the prices of rau' materials and manufactured goods. One 
phase of this was the price disparity between agricultural and 
industrial products, which was so marked a feature of the 
post-War situation in the United States, Recession accen- 
tuated the difficulties of a condition which had, indeed, been 
in considerable part corrected by 1929. The figures in Table 
16, which define movements in the per unit purchasing 
power of raiv materials in exchange for general commodities 
at wholesale in various countries, indicate the effects of 
world movements on this situation between 1932 and 1936. 

T A n L i: : G 

PER UNIT PURCHASING POW’ER AT WHOLESALE OF IMPORTANT 
RAW MATERIALS, 1913-193G 

(Purchasing power is measured in terms of all commodities at xaholesale 
in the country to which the raw material quotation relates.) 
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TABLE i6 (roiU.) 

PER UNIT PURCHASING POIVER AT IS'HOLES.AXE OF IMPORTANT 
RA^S■ MATERLALS. 1913-1056 

(Pttrchr.slr.g poxi-cr is mensured in feniis of cl! cotnnwdiiies c.t ivholescle 
in the country to ivhich tite rtnv tnstcrii:! otiotatio7t relates.) 
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T A II 1. 1; I 6 (coni.) 

PI'R UNIT PURCHASING POWJIR AT WIIOLKSALU OF IMPORTANT 
RAW MATFRIALS. 1913-1936 

(Purc/iasing j)uwcr is measured in terms of nil commodities at jolwicsale 
in the country to lehich the raw material (jtiolntion relates.) 
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in 47 of the 58 markets represented in Table 16. From 1932 



THE '\rORLD PRICE STRUCTURE 215 

to FehruMv 1936 tiiere Avere further declines in 22 of these 
markets, adt-ances in 94, The measurements on the 1913 base 
tltroAV light on tlte longer stvangs of the prices of foodstuffs 
and basic materials. In 1029. 37 of the r,S quotations in tcorid 
ma.rkets reflected losses in the trading relations of primaia* 
ptx>ducers. tcith reference to pre-^Vat- conditions. (In most 
instances the 1929 positions of prim.an' producers w'ere much 
stronger than those pretniling in the early years of the dec- 
ade.) In 1932. 30 tvere below tlieir pre-'\\'.ar parities -with 
geiteral commodities: by Februaiy* 1936 this number had 
been reduced to .15. Here is etadence of some improvement 
in the trading positions of primar\‘ producers but the posi- 
tion of 3929, or that of 1913. tos by no means restored. 

Tliese meastti'ements define ciianges in the trading rela- 
tions of primar)’ products for general commodities tnthin 
tiie rnrious countries represented. The base of reference in 
eadi instance is the wholesale price index of the given cotm- 
try. in terms of national cun'encies. But these truadng stand- 
ards do not furnish the basis of international trade. In Table 
17 tve are able to follotc the price movements of primar\* 
products -with reference to broader standards. These mea- 
snrernents. constructed by the Uco trace ch.anges in the 
sterling and dollar prices of primatw products, and in their 
con'esponding gv'ld ptaces. from the date of the departure 
of the Initcd Kingdom from die gold stand.ard. 

Sterling prices of primaiy- products ad\’anced 12 to 14 per 
cent tvidi the dropping of die gold standard by England in 
September 1931. Fluctuations followed, but icidiout notable 
chansre in die average level until the end of 1933. Furdier 
adxmices in the sterling price of gold contributed to ele^-ate 
the sterling prices of priraarv- products to a level some 20 to 
30 per cent above that of September 1951. The dollar prices 
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of primary products fell during 1931 and 1932, reaching a 
low point in the early months of 1933. With depreciation of 
the dollar and a sharp increase in domestic business activity 
the dollar prices of these products advanced about 60 per 
cent in the spring and early summer of 1933. Thereafter 
there was no substantial change until the spring of 1934, 
despite furl her advances in the dollar price of gold. Drought 
and crop scarcity in 1934 brought a sharp rise in the dollar 
prices of primary products, and in their American gold prices. 
Although the sterling and dollar prices of gold stood at the 
same general levels from 1934 to 1936, the dollar prices of 
primary products were consistently higher than the sterling 
prices. Domestic conditions in the United States contributed 
to this differential. 

The very considerable recoveries of jnimary products in 
sterling and dollar prices arc to be contrasted with the cor- 
responding changes in their gold values, in British and 
American markets, I'hese stood, in 1936, 15 to 20 per cent 
below the 1931 level. The gold prices of primary products in 
the United States advanced with the upswing of 1934, and 
later retained part of this gain. 

The great international schism betAveen the prices of basic 
materials and industrial finished products that was re-opened 
by the recession of 1929 had been somewhat lessened by the 
early months of 1930. Certain basic commodities had re- 
gained a substantial part of their lost purchasing power; 
others still stood in positions of marked disadvantage. These 
relations are vividly brought out by measurements defining 

(Nolrs to Table fj concluded) 

'riic prices of tiicsc commodities witli the exception of wool were taken 
from various Ameriain markets; the wool quotation is taken from Lc Havre. 
2 Gold prices arc based upon exchange rates, not on Treasury quotations. 
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dian^es in the net barter terms of trade of leading industrial 
and ratr material producing coimtries (Table iS). These 

TABLE 1 S 
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1 The index mimheis of import and export prices from which these measure- 
ments are derited are given in Rcv:e-^‘ of Vl'odd TmuV. (League of 
Xations. Geneva, 1055). p. Ss. 

measurements, tvhich may be taken to define changes in the 
physical volume of exports required to pay for a fixed quan- 
tity of imported goods, are derived from index numbers of 
the prices of goods entering into foreign trade. An index of 
prices of goods imported by a gh'en counm-. divided by an 
index of prices of goods exported by that cotmtr}', on the 
same base, rields an index of net barter terms of trade.-® 

The divergent fortunes of mdustrial and colonial areas 
benreen ipap and 1932 are clearly revealed by the indexes 
in Table iS. In tlie fotir industrial countries listed first tve 
note declines ranging from r6 to 31 per cent in the volume 

-sThe use of avemge prioss of imported sue exported gtxvds in deriving 
measuremeT-ts of this tv'pe invob'es the assumprion that no substanrial 
changes occur in the phvrical character of s co'.intrv''s export and import 
trade. This assumption is reasonably valid in respect of changes over short 
periods; it is for less sound os regards changes over one or two decades. 
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o£ primary- products fell during 1931 and 1932, reaching a 
lov,' point in the early months of 1933. ^Vith depreciation of 
the dollar and a sharp increase in domestic business activity 
the dollar prices of these products advanced about 60 per 
cent in the spring and early summer of 1933. Thereafter 
there v/as no substantial change until the spring of 1934, 
despite further advances in the dollar price of gold. Drought 
and crop scarcity in 1934 brought a sharp rise in the dollar 
prices of primary products, and in their .American gold prices. 
.Although the sterling and dollar prices of gold stood at the 
same general levels from 1934 to 1936, the dollar prices of 
primary products were consistently higher than the sterling 
prices. Domestic conditions in the United States contributed 
to this diftereruial. 

The eig.' considerable recoveries of primary products in 
sterling anrl dollar prices are to be contrasted v/ith the cor- 
responding changes in their gold values, in British and 
-American markets. Tiiese stood, in 1936, 15 to 20 per cent 
belotv the 1931 level. The gold prices of primaiy products in 
the United States advanced rrith the upsv.'ing of 1934, and 
later retained part of this gain. 

The great international schism betv.'een the prices of basic 
materials and industrial finished products that vras re-opened 
by the recession of 1929 had been somev.diat lessened by the 
early months of 193G. Certain basic commodities had re- 
gained a substantial part of their lost purchasing pov.-er; 
others still stood in positions of marked disadvantage. These 
relations are vividlv brought out bv measurements defining 
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changes in the net barter terms of trade of leading industrial 
and rate material producing countries (Table iS). These 


TABLE iS 
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Nations, Genera, 1935), p. Sa. 

measurements, tvhicli may be taken to define clianges in tlie 
physical volume of exports required to pay for a fixed quan- 
tity of imported goods, are derived from index numbers of 
the prices of goods entering into foreign Hade. An index of 
prices of goods imported by a gi^■en country, di\-ided by an 
index of prices of goods exported by tliat country, on the 
same base, yields an index of net barter terms of trade.^® 

The di^'ergent fortunes of industrial and colonial areas 
betireen igsg and igga are clearly revealed by die indexes 
in Table 18. In the four industrial countries listed first ve 
note declines ranging from 16 to gi per cent in die volume 

IS The use of average prices of imported and exported goods in deri\-ing 
measurements of this type involves the assumption that no substantial 
clianges occur in the phraical diaractcr of a country's export and import 
trade. This assumption is r-easonably valid in respect of changes over short 
periods; it is far less sound as regards changes over one or two decades. 
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of exports exchangeable for a fixed quantity of imports; in 
the remaining four countries, which are heavy exporters of 
primary products, the volume of exports given in exchange 
for a fixed quantity of imports increased from 8 to 58 per 
cent. The several years following brought some amelioration 
of these conditions. But in 1935 the net barter terms of trade 
remained distinctly favorable to industrial countries, un- 
favorable to areas exporting raw materials. A shift of base 
to 1913 shoe's a somewhat more extreme cleavage between 
these two groups of countries. Trading relations of 1935 
were far removed from those of pre-War days. 

Turning now to primary products of agricultural origin, 
u’e find a notable difference persisting between their prices 
in important industrial countries and in areas producing 
primarily for export (Table 19). These index numbers mea- 
sure changes in agricultural prices relatively to the movement 
of general tvholesale prices. Thus if the index for agricultural 

T A D L E 19 
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CO.MMODITIIuS, 1913-1935 
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prices declines, in terms of tliis standard, it means tliat die 
prices of non-agricultui'al commodities have advanced, rela- 
tively. This happened between 1929 and 1932 for all the 
conn tides listed in Table 19 except Germany, France, Eng- 
land, Italy and die Nedierlands. In die main, diese ivere 
protected areas for agricultural producers, in ivdiich pref- 
erential advantages in home markets -vvere given to domestic 
producers. In die United States, Canada, Neir Zealand, Ar- 
gentina and Finland agricultural products lost substantially 
in relative irordi, follotring the currents prei'ailing in u'orld 
markets. Recovery, to December 1935, had failed to restore 
farm products to dieir 1929 parity i\ddi commodities in gen- 
eral in die countries just listed, although appreciable im- 
provement had occuiTcd. In France some of die relative 
advantage enjoyed by agricultural producers had been lost, 
but agricultural producers in die industrial countries of 
"Westeni Europe retained substantial adi'antages. No irorld 
level of agricultural prices existed in 1935. The effects of 
nationalistic economic policies are clearly manifest in dieir 
divergent movements after 1929. 

'We have noted diat at die low point of die depression 
tvorld price relations ivere definitely unfavorable to recoi'ery 
of die capital goods industries. In Germany, in Canada, in 
the United States die prices of goods for use in capital equip- 
ment ivere high, as compared with commodities in general. 
Liquidation had left them on a plateau above the general 
price level. Japan was a notable exception. By early 1936 
diis condition had been materially improved in die United 
States, aldiough construction costs remained high. Available 
measurements indicate some lessening, relatively, of the costs 
of capital goods elsewhere. The actual prices of sudi goods 
advanced in Japan, but diey remained well belotv prices in 
general. 

The record of -world dianges from 1932 to 1936, in physical 
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terms, showed very substantial gains in production in a num- 
ber of countries. For four years the general movement was 
one of irregular and spotty recovery. This was not a single 
great movement, however; it was rather of the nature of a 
series of national gains, largely disconnected. Considerable 
advances were scored in Japan, Great Britain, the United 
States and other countries, but each national movement ap- 
peared to be definitely limited in its international effects. 
The gains in world trade during this period were not com- 
mensurate with the recoveries sho\en by domestic records. 
(Japan increased the volume of its export trade materially, 
but this movement was exceptional.) Over these years the 
world teas following a path of nationalistic development. No 
working international organization had been restored. Na- 
tional sclf-sufliciency rather than regional specialization was 
the keynote of the time, as was strikingly manifest in the 
concurrent industrialization of colonial areas and the pres- 
sure towards agricultural development within industrial 
nations. 

The price movements of the period of recession and re- 
covery reflected the trend away from an international or- 
ganization and to^cards a nationalistic system. ^Ve have traced 
the divergence of national price levels and the disparate 
changes of factors related to production costs. The price 
bases of world trading relations had been profoundly dis- 
turbed by these movements. By 1936 some favorable de- 
velopments had occurred. The world-wide schism between 
the prices of raw materials and of manufactured goods had 
been lessened. Some recovery had been made in world trade. 
Progi'essive depreciation of currencies had been checked. 
Announcement in September of sympathetic cooperation 
between England, France and the United States in the 
stabilization of exchange relations marked a fonrard step of 
great significance. But serious difficulties persisted. Disparate 
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price levels and ^ridely different cost relations re-enforced pro- 
hibiti're tariffs and quota restrictions in cliecking commercial 
intercourse. A trorld price structure, tritli its national ele- 
ments mutually adjusted, had not yet been restored. 



CHAPTER V 


PRICE CHANGES AND THE FORTUNES OF 

PRIMARY PRODUCERS IN RECO\'ERY 

The sharp pick-up diat lifted prices above the depression 
lows of Februars' ipf,", was one of the most sinking of which 
we have record. Within five months the "eneral level of 
tvholcsale j)ricc5 advanced 17 per cent. Thereafter the ad- 
vance tapered ofl, but over forty months the rise amounted 
to approximately 32 per cent. In June 193G the general index 
of tvholesale prices t\ as iS per cent bclou- the July 1929 level. 
ha^•ing risen from a trough 38 per cent below. 

The fact of the general price rise is important, but its 
incidence is of even greater significance. How did it affect 
the badly twisted price structure left by forty-three raontlis 
of pmctically unbroken recession? Did it seiwe to correct 
some of the disparities that reflected radical shifts in tlie 
distribution of current income, or to intensify them? If the 

i 

net effect was in the direction of connection, how have the 
later phases of the movement compared widi the earlier? 
Here was a rise that was in some degree, at least, tlie result of 
conscious stimulation. Its effects on tlie shaken price structure 
of the depression, and possible variations in diese effects 
with the passage of time, are of peculiar and compelling 
interest. 

In this chapter tve are concerned iridi those price move- 
ments and concun-ent production changes that affected the 
purchasing poiver and general economic status of priman.' 
producers. Diverse as their products and problems are, pro- 
ducers of raw materials have something: in common in dieir 


000 
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relation to economic processes at large. Yet tlie diversities 
tliat prevail among tliem call for specialized treatment of 
important groups. In particular, -sre shall deal tvitli tlie dis- 
tincth'e problems of farmers during tlie recovery from tlie 
depression lo-\vs of tlie winter of 1932-33. In tliis economic 
area irere focused a variety of attempts at selective inflation 
and production contiol. For tliis reason the course of events 
is of special interest. 

For primary producers as a class tlie recession ivas marked 
by severe price declines, by I'elatii'ely small reductions in tlie 
volume of production, and by substantial losses in aggregate 
purcliasing poirer. Particularly on die price front icas ireak- 
ness apparent irlien die forces of recession ivere loosed. Spe- 
cial circumstances in 1929 intensified die difficulties usually 
encountered by primary producers during a cyclical reces- 
sion, difficulties gi'oiving out of their distinctive relations to 
die stream of tmde, the diaracter of competition faced, die 
relatively limited control over supply and die influence of 
non-business considerations in the activities of agricultural 
producers. The problems of recoi’ery and readjustment faced 
by diese producers were similarly affected by special condi- 
tions— important shifts in the volume and diaracter of our 
export trade, and legislative and admiiiisti-ative measures 
designed to stimulate price improvement and to restore die 
purdiasing poiver of diis group. 

R.-V1V ]M.-\teri.a.i.s in Price Recovery 

The changes brought by recovery in the general market 
relations betireen rate materials and manufactured goods are 
indicated in Table do. As in past revivals, die first push of 
price recovery iras felt by priman’ products. During die five 
months, Februar)-July 1933, raiv materials gained 30 per 
cent in price, manufactured goods 12 per cent. To die cus- 
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tomary stimulus that business revival gives to the prices of 
primary products was added, at this time, the effect of de- 
parture from the gold standard. Materials sold in world 
markets are most immediately influenced by monetary de- 
valuation. In terms of jier unit purchasing power these 
changes meant a gain of lo per cent for raw materials, a loss 
of 5 per cent for products of manufacture. Reviewed against 
a pre-recession base, these movements cut in half the average 
per unit loss of purchasing power suffered by raw materials 
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and tile a^verage per imit gain enjoved bv maniifectured 
goods after forty-three months of recession. 

It is fair to assiune chat this movement toward the restora- 
tion of earlier relations dirongii the relativelv rapid advance 
of the more sexsonsly depressed prices r\'as saintarw It is true 
that pre-recession I'elations among elements of the economic 
system may by no means be accepted as 'normal'. The re- 
cession itself furnishes nn'mc fr.csc e^ddence that 1029 rela- 
tions did not represent a state of equilibrium. Some correc- 
tional movements rvithin the price svscem and in other 
elements of die economy at large icere imdoiibtedly called 
for. But die gap beticeen the prices of mw and of processed 
goods that i\'as idolendy opened during recession icas a seri- 
ous impediment to economic actiidti-. The reduction of this 
gap during the spring of 1955 improved die status of rare 
inacei-ial producers and sdmulated intergroup trade. 

The rapid rise in the nrices or raiv* materials in the earlv 

•4 * 

mondis of recoveiy utiS definitely checked in the late summer 
and early autumn of 10^3. The general price adimice was 
i-etarded. after July, and the pressure of price change tipon 
the elements of the si-stem at large ivas shifted. Commodity 
gi'onps that had most successfully resisted the price decline 
of die preceding four years, and had moved upivvirds but 
sloidv ill price during die first months of recovery, began to 


feel the niish of ciiansdns- inlues. while amone the groups 

^ ■_ V. W ‘w JL. 

nreidouslv most active the nse of nnces ivas retarded. This 

.i, - ^ . I , 

reversal of tendencies is refiecteci in Table 20. The ten 
months following July 1933 brought an adinnce of 3 per cent 
in the average prices, at wholesale, of rai\* materials, and a 
rise of 8 per cent in average prices of manufacuired products. 
In terms of relative purchasing poirer. the siuiadon in May 
iQ^e 'U'as furdiex removed from the pre-recession situation 
than Ttas diat of July i9o5- 

The shift in the incidence of price adirmce in die summer 



226 PRICES IN RECESSION AND RECOVERY 
of 1933 was in part a direct result of the earlier movement. 
Higher prices of materials may be expected, after an interval, 
to affect the selling prices of finished goods. Moreover, in the 
earlier period manufacturers were stocking up materials 
prior to the introduction of the new codes that went into 
effect under the National Industrial Recovery Act in the 
summer and fall of J933. Raw material prices reflected this 
heavy buying in the spring of 1933. Later retardation was 
natural. As a final factor, undoubtedly important but diffi- 
cult to appraise in quantitative terms, the enforcement of 
the wage, hour and price provisions of the new industrial 
codes played a part in raising the prices of fabricated goods 
between July 1933 and May 193.^. 

After May 193/j new forces were injected into the situation. 
Drought and consequent crop destruction, superimposed 
upon a program of output limitation, operated powerfully 
to raise market prices among agricultural raw materials. By 
September 193,] average raw' material prices had advanced 
1 1 per cent from the May level; the average price of manu- 
factured goods had risen less than 3 per cent. Adaptation to 
the conditions created by the codes and a lessening of the 
pressure towards higher costs and prices under the codes 
were factors in checking the more rapid advance that had 
prevailed in earlier months. The net results are most clearly 
reflected in the index numbers of purchasing po\\'cr in Part 
B of Table 20. The figures for September 1934 define a situa- 
tion closer to pre-recession parity than at any time after the 
low' point of February 1933. Substantial corrections had been 
effected in the maladjustments created during recession. The 
recession gain in the average per unit purchasing power of 
manufactured goods had been reduced from 1 1 to 4 per cent, 
and the loss of raw' material purchasing pow'er had been re- 
duced from 18 to 7 per cent. 

Minor price fluctuations during the succeeding tw'enty-one 
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months brought a net advance of less tlian 2 per cent in tire 
general level of -wdiolesale prices. Ra'svf and manufactured 
goods -^V'cre left in the same relative positions as in tlie au- 
tumn of 1934. The stability of die price level and the con- 
stancy of price relations between raiv and processed goods 
over a period marked by steadily expanding business activity 
and rising profits, and by the termination of the industrial 
codes, have been notable features of recent economic de- 
velopments. 

The fortunes of four major groups of raw material pro- 
ducers during this period of recovery may be follotv^ed in die 
record of Table m. The outstanding feature of the early 
price recovery iv'as die amazing advance in die prices of rai\^ 
farm crops. No odier gi'oup approached die gain of 65 per 
cent, in five mondis, that ivas made by diese commodities. 
Ratv mineral products advanced only 6 per cent. Animal and 
forest products rose markedly, by amounts irell in excess of 
the 17 per cent gain recorded for the general index. The 
sharp alteration in die incidence of price change during die 
three folloiring mondis, July 1933-October 1933, is apparent 
in diese several index numbers of rair material prices, as well 
as in die contrasting movements of the prices of raiv and 
processed goods. Farm crops lost a diird of their earlier gain, 
in terms of actual prices; animal products barely maintained 
their mid-summer position; forest products continued to ad- 
vance, but at a lov'er rate; die prices of rair mineral products 
spurted ahead, gaining in diree mondis tivice die amount of 
die previous five mondis’ advance. 

Crop reduction and drought brought a further notable 
advance in the prices of farm crops in 1934, with a subse- 
quent decline in 1935- Animal products rose steadily, to the 
end of 1935. Rair forest and mineral products dropped be- 
hind in die rise and lost in purchasing pov^er. During the 
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far less than that of Febrtiary 1933. The tvorst of tlie price 
inequalities existing in die winter of 1932—33 had been 
ironed out. 

Behind these diverse price movements lay a host of factors. 
Changing monetary \'alues, and hopes and fears concerning 
furdier dianges: important modifications of iroi'king condi- 
tions and production costs as the Administration's program 
of recovery unfolded, and hopes and fears coimected irith 
these clianges; shifts in current and potential supplies, as a 
result, of administrauve action and the pl?.v of natural forces 
—all tliese combined widi fluctuations on die demand side to 
create an exuaordinary complex of factors aft'ecting the level 
of commodirv- prices and die reladons among die prices of 
diffei'enr commodity groups. Some of these factors are dis- 
cussed in subsequent sections. "We should note here, how- 
ever. the major changes in supply accompanying the shifts 
that recovers’ brought in the prices of raw materials. 

^'ariations in the annual output of the four chief classes 
of raw materials are indicated by die accompanying index 
numbers of physical produedon.- "^Ve do not find a perfect 

Parra 

Animal products ^^slau^hteringsl 
Forest products 
Mineral products 

invei-se relation benveen production and price movements 
between 1929 and 1035. for clianges in market demand and 
in stocks on hand constitute additional factors, not here 
represented. Hoivever. die groups for iv'hich prices rvere 
maintained during the recession— forest and mineral prod- 
ucts— were those in ivhich produedon -was most severely cur- 
tailed. ^Mineral products suffered less in price than forest 

a The sources ot these rr.easurexaents and the ir.o\-eraents of their corapor.ent 
eleiuents are indicated in .Appendix \1I. 
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jrcj:a 
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ICO 

9 -S 
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4 - 


1 CV> 

105 

105 

lOS 

94 

100 


aS 

49 

00 

ICO 

62 
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ing from the monetary and demand side, played important 
parts in the price advance of 1933-36. 


FAR^r Products in Wholes.vle Markets 

We pass to a more detailed consideration of recovery, as 
it affected the class of primary producers that suffered most 
severely during the decline (Table 22). During the first five 
montlis of recovery the average price, at idiolesale, of raiv 
products of American farms advanced just 50 per cent; the 
prices of non-farm products rose but 12 per cent. Here 
ivas a movement of amazing proportions, Arhich contributed 
materially to correct one of the major price disparities' of the 

TABLE 2 2 

TRICES AND PURCEIASING POWER OP FARM AND OTHER 
PRODUCTS, JULY 1929-JUNE 1936 

^^ov^,^^'.NTS OF IVuolesalf. Putens 

July Feb. July Oct. May Sej>t. May Dee. Apr. June 
ipss ^PSj ■'PJ'l ^PM Fo.ip ^935 ^P3^ ^93^ 
RECESSION . 4 ND RECOVERY 


All commodities 

100 

62 

7 = 

74 

A-** 

y / 

81 

83 

84 

82 

82 

Products of American 
farms, raw r 

100 

40 

.19 

55 

5S 

70 

78 

74 

73 

74 

All other commodities 

100 

68 

76 

80 

83 

84 

85 

87 

85 

84 

Products of American 
farms, raw 
Producers’ goods 

100 

37 

57 

5 > 

58 

70 

78 

74 

74 

72 

Cousumci's' goods 

100 

47 

66 

f >3 

83 

70 

71 

HO 

/- 

69 

78 

RECOVERY 

All commodities 


too 

117 

121 

1=5 

131 

154 

1.35 

133 

132 

Products of American 
farms, rawi 


too 

150 

ig8 

Lir. 

177 

192 

1S6 

184 

186 

All other commodities 


too 

U2 

118 

121 

123 

1=5 

127 

12.4 

123 


Products of American 
farms, raw 


Producers' goods 

100 155 

140 152 

190 

213 202 

202 197 

Cousumci's’ goods 

100 141 

135 135 

150 

150 ^53 

148 166 
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PURCHASING POWKR OF RAW FARM I’RODUCTS AND OTHER 
COMMODJ'lIRS, I9i3-i9;)(‘) 

CnANMs IN Pill Unit Pukchasino Powui, at Wiioi.r-SALr. 

July I'cb. July Ocl, May Afny Dec. Apr. June 

/JI/J /r;2j) /t,jj KJJ) nj)) /p;/ /o;./ jcjyy I,jjy ,ijy6 ipy6 


y\ll commodities 

KXJ 

100 

100 

JfK) 

KKJ 

100 

100 

100 

too 

100 

too 

Piodiicts of Amer- 
iciii farms, raw 

lOfJ 

102 

GG 

ft.} 

75 

77 

89 

91 

90 

9 ' 

92 

All other com- 
modities 

100 

100 

1 10 

'O'j 

107 

107 

lOj 

102 

103 

103 

102 

Clops, rau- 1 

i(y) 

102 

CG 

93 

78 

8.5 

9.5 

89 

82 

85 

9 ' 

Animal products, 
raw I 

lOO 

o'! 

62 

70 

G8 

C5 

75 

83 

89 

87 

85 

Products of .’Vmcr- 
icnii farms, law 
Producers' 
goods 

100 

99 

59 

78 

CS 

7 = 

S6 

93 

88 

89 

87 

Consumers’ 

goods 

KK) 

1 12 

«5 

102 

9.5 

92 

98 

95 

98 

91 

107 

1 'Flicsc index mimhers 

include 


crops 

and 

niw 

animal products of both 


American and foreif,'n oiifjin. 

brings bill slight inodilicalion in ilic relative movements of crops 
and animal prodncis, since their 1929 relations ivere close to their 
pre-War relations. Wider dilTercnccs are introduced into the 
comparison, among farm products, of raw producers’ and raw 
consumers' goods. In July 1929 these two groups stood, respec- 
tively, I jicr cent Iielow and 12 per cent above tlie 1913 level, in 
per unit purcliasing power. I'hc clianges of recession and re- 
covery left them, resjieciively, 13 per cent below and 7 per cent 
above 1913 parity w'ith commodities in general, at wholesale. 

Prices Received rv Farmers and Prices Paid by Farmers 

The price and purcha.sing power clianges we have been 
discussing relate to ivholesale markets. These are of high im- 
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portance in trade but they do not measure changes in the 
values of immediate concern to farmers. For this purpose tve 
must take account of prices at the farm, and of prices actually 
paid by farmers for the goods they buy (Table 24).“ 

A parallel treatment of the rvholcsalc prices and farm prices of agricnltnral 
products is necessary bccansc of iltc magnitude of the distributive margin 
Itetwecu these two sets of prices, and because the movements of this margin 
in times of rapid price change are quite unlike the movements of prices 
actually received by farmers. 

Tlie size of the margin varies, of course, for different commodities. The 
relative importance of one element of the margin, transportation charges, is 
indicated by the following figures, compiled by Thor Hultgrcn, of the llureau 
of Agricultural Economics. Freight charges are comparatively high, in rela- 
tion to price, for the articles here listed. 


TRANSPORTATION CHARGES FROM REPRESENTATIVE PROnUCING 
POINTS TO NEW YORK CITY, 1928-1932, EXPRESSED AS 
PI'.RCENTAG 1 !;S OF FARM PRICE OF SPF.CIFIEU 
FRUITS AND VEGETABLES 



jpaS 

rpsp 

rp^a 

Potatoes, Maine 

83 

27 

> 3 t 

Apjilcs, Washington 

96 

(i.l 

167 

Oranges, California 

Gg 

3 G 

101 

Grapes, California, wine and (able 

‘52 

1 10 

3«5 

Lettuce, California, second early 

iiG 

87 

107 

AVatcrmcIons, Georgia 

11,1 

loR 

0 

Cabbage, Nctv York (Danish, for market) 

31 

.33 

lOi 

Onions, Te.vas, early bermuda and creole 

78 

G.i 

5 G 

Peaches, Georgia 

91 

C 3 

77 

Tomatoes, Florida, early, second 

3 = 

38 

35 


The variations in these percentages arc due, in the main, to fluctuations 
in the prices received by jnodneers, not to changes in freight charges. Thus 
for Maine potatoes the juice received by producers varied from .ja.g cents 
per 100 jrounds, in 1933, to SO3.3 cents in 1929, while freight rates per 100 
jjotinds remained constant at 95.5 cents. 

Not quite so rigid, but much less sensitive to changing economic con- 
ditions than general wholesale ju'ices or farm ju'ices, arc the various series 
of freight rates represented below. 

{Footnolc f concluded on p. 23d) 
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Average: juices ni the fann droj)j)Cfl slightly more than 
wholesale jwices of raw farm jwoeUu'.ls between July 
aiul I''ebruaiy jrer cent as against Go j)er cent. The 

initial s|)nrt of recovery, l)elween February and July 1933, 
carried the jirices of fann j>r()dtK;t.s nji about 50 jicr cent in 
I)oth markets. l''f)r ten tnonths thereafter farm jrrices as well 

(Voninolf >■’ rourhulrd) 

INDCX Nti.Miirus Of ruiac.nr RArns 

t'AuioDs u s AMI (asorfs wmi Oitaa '-rdNiuNc. Inim.x Numhirs vor 

Witoi.i sM.i I'Rtc.i •. am> Farm I’kicia, i(n.S-nj;ri 




/0J2 

/ 

0)1} 

^9-9 

19)1 

Ciain, {‘.hii.igo to l.iieipool 

IIK> 


fill 

ItK) 

'V 

130 

I’lovisions, C.liuago to l.i vet pool 


'■>7 

l^'.l 

U )0 

'99 

'77 

Whe.ii, Chiiago to New Voik 
hy lake and (.inal 

|l>(> 

7 > 

80 

UK) 

1 1 1 

95 

Ily lake and tail 

MHI 

«1 

77 

IOf> 

'•19 

"5 

lly all tail 

1<M> 

100 

82 

100 

188 

> 5-1 

Cattle, IJ. .S. 

|(H> 

|0() 

101 

100 

156 

158 

Hogs. It, ,S, 

UH) 

ll'.l 

'.19 

UH) 

>59 

To 

.Sheep, It, S, 

10(1 

100 

100 

100 

1.12 

l.|2 

'fotal lisesiock, C. S. 

UH) 

»oi 

99 

UH) 

'r >5 

'53 

Wheat, It. S. 

100 

!»!) 

99 

100 

1.18 

'■17 

Colton. It. S. 

MM) 



KH» 

1G3 

95 

All iiallic Ihioiigh S.iuli .Ste Marie 
.Avetage diarge per ton pel inilc 

100 

88 

9 r> 

UH) 

'57 

'•19 

All liallic. Class I Itailioads 

Atei.ige levenne per ton-mile 

UM) 

',17 

9 > 

U )0 

150 

'37 

AVholesale pi ices, all commodities 

UM» 

f.S 

79 

UH) 

13O 

'07 

Prices leceived hy jiuulnceis of 
laim piodncis 

100 

•ft 

02 

100 

'•15 

P 9 


soiiRc.r'.; 'I'lu' \'iiii(ins indexes of fiei(’Jil rates ate oii};iiial data collected t))' 
tlie ttepai iineiit ot Cominerce and |>nl)Iisl)ed in tlie anntiat Slnlistical Abslfitct. 
'file wliotfsale pi ice index is that vif the It. S. Itmcan of l.alior Statistics. 

■file wholesale prices of larin products, as quoted in the compilations of 
tlie Iliiieaii of Lalior Statistics, do not necessarily rellect all the freight 
ri|;idilies here cited. Much dejiends on the maiket to which a wholesale 
price (pioiaiion relates, tint the presence of .such charges accounts for .some 
of the dillereiices hetween pi ice movements at the farm aiid price move- 
iiient.s in wholesale and retail markets. 
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TABLE S 4 

FARM PRICES. PRICES PAID BY FARMERS AXD PER EESTIT PUR- 
CHASING POIVER OF FARM PRODUCTS. JULY lOsp-JUNE 1956 



Jtily Fi'h. 

July 

Oct. 

Mcy 

Sept. 

-Mnv Dec. 

A Jujzc 

I^ECESSIOX AXD RECOVERY 


Jpji^ 

jp5j 


Ipyy 

Ip^J 

jpyS jqx6 

Prices received: 

All fann products r 

100 

c**“ 

Of 

56 

53 

5® 

70 

“ 1 

it 

75 

71 

73 

Grains 

xoo 

sS 

;s 

57 

64. 

95 

95 

it 

74 

“O 

Fruits 

100 

^2 

54 

0* 

73 

6e 

65 

61 

59 

76 

Cotton and cotton- 

seed 

lOO 


5^ 

49 

62 

76 

4 •• 

6S 


66 

^^e3t animals 

200 

5' 

JO 


5^ 

40 

?• 

*~o 
f - 

75 

^0 
f • 

Daily products 

200 

49 

5^ 

60 

60 

65 

70 

ts 

75 

70 

Poultry products 

200 

-10 

46 

62 

4S 

70 

~ 4 

it 

91 

65 

69 

^'ege^ables 

100 

60 

63 

76 

55 


79 

S*4 

66 

62 

Prices paid by 

fanners s 

200 

65 

70 

76 

79 

$2 

^'5 

So 

79 

7S 

Per unit purchasing 
power of farm 

products 

lOO 

57 

Si 

70 

70 

5,5 

Sg 

04 

00 

93 

RECOVERY 

Prices received: 

All fann products t 


100 

J51 

142 

140 


• 9S 

2 CO 

201 

•94 

Grains 


lOO 

S76 

SO3 

220 

529 

5=9 

262 

262 

256 

Fruits 


lOO 

127 

120 

j— 0 


1,55 

144 

130 

tSo 

Cotton and cottonseed 

ICO 

tot 

161 

204 

250 

-59 

223 

21S 

2lS 

Meat animals 


lOO 

t-4 

ISl 

122 

•55 

22^ 

226 

23D 

226 

Daily products 


ICO 

119 

123 

223 

•54 

145 

160 

154 

143 

Pouluy products 


100 


155 

120 

•75 

i?5 

t'C* •• 

--o 

162 

172 

■Yegetables 


300 

jo5 

12? 

P5 

15? 

152 

142 

112 

103 

Prices paid by fanuers r 

Per unit purchasing power 

100 

io5 


220 

•R5 

126 

221 

120 

119 

of farm products 


100 

t-je 

123 

124 

150 

156 

i65 

^59 

164 


socrce: The Asyict:l(::r.-.I S::ur.iimy monthly bnUenn of the B'oreati of 
Agriailntml Ecoitotiiics. Department of Agriailttire 

ilndudes tobacco and a few other cotamedities not cl.-usified in the gicen 
suhprotips. 

I "Pbe comntodities entering into the ineex ot pitce^ paio h^ farmers induce 
stoods bought for the farm family (food, dotlting. furniture, building 
materials for the house, automobiles far family use. etc.) ann goo,,- txiugini 
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as wliolcsale prices flucLuaLcd slightly. In May 1934 the level 
ol farm prices ^vas practically the same as it had been in July 
1933, The second gieat advance of recovery then set in. 
■\Vithin four months farm prices advanced to a level 87 per 
cent above the depression low. More than half the losses of 
recession and depression had been made up. During the fol- 
lowing fifteen months, to the end of 1935, a further net gain 
of about 7 per cent was scored. A decline of about 3 per cent 
occurred in average farm prices in the first six montlis of 

193G. 

The price movements of this period varied widely among 
the different classes of farm products. Grains, meat animals 
and cotton, the heaviest sufferers in the decline, scored the 
greatest advances. As of June 1936 vegetables stood farthest 
below the pre-recession level; fruits, meat animals and grains 
stood closest to it. It is to be noted that the drop of some 3 
per cent in average farm prices in early 1936, after die ter- 
mination of the .Agricultural Adjustment Act, was influenced 
by substantial declines in the prices of poultry products and 
vegetables. Meat animals held their position, and grains and 
cotton declined slightly. 

"We have seen that the trading position of the fanner suf- 
fered a great loss during the recession, because prices paid 
failed to adjust themselves to the drop in prices received. 
Recovery brought a definite improvement, in this respect. 
During the first five months of rapid rise, when farm prices 
were gaining 51 per cent, prices paid by fanners were ad- 
vancing only G j5cr cent. Subsequently, a sharper advance 
occurred in prices paid, but by June 193G these had risen 
only 19 per cent from their low point, while average prices 

for use in production (feed, f.Trm nj.icliinery, trucks, tmetors, fertilizers, 
equipment and supplies, seed, etc.). 

Index numbers of per unit purchasinfj power are secured by dividing 
indexes of prices received by indexes of prices paid. 
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recei\^ed by farmers had almost doubled. Altliough tlie net 
loss from tlie pre-recession level ■^vas greater among prices 
received tlian among prices paid, the average per unit 'svortli 
of the farmer’s product -^vas, in June 1936, only 7 per cent 
less tlian in 1929. 

There ^v’ere tride differences, of course, among fann prod- 
ucts witli respect to tliese gains and losses. The immediate 
record ends, in June 1936, 'ivutli fruits 3 per cent belotr their 
July 1929 let-el of purchasing potrer, and tritli truck crops 
22 per cent belotv. The otlier groups fell tvitliin these ex- 
tremes.^ 

Agricultural Processlng T.^xes and Price Ch.\nges 

In some degree tlie adtmice in 1933 and 1934 in the prices 
of commodities made from agTicultui-al products tras due to 
tlie levying of processing taxes. These taxes, designed to 
provide revenue for rental and benefit papiients to fanners 

The comparison of farm prices for spedfic montfis, particularly for differ- 
ent calendar months, may not be satisfactory as a procedure for determin- 
ing actual diangcs in the worth of a farmer’s products, because the 
farmer’s marketings are not equally distributed throughout the year. More- 
over, the prices in any one month may be unrepresentative of the average 
prices pre\'ailing during the year. In the present instance tire use of July 
1929 as base causes no distortion for farm products as a broad dass. The 
July index of prices received was only one per cetrt above the average of 
prices received during tire calendar year 1929. For some groups the differences 
were greater. 

Because of seasonal mriations in marketings and purdrases, horvever, it 
is wdl to trace dianges in the per unit purchasing power of farm products 
by years. The accompanying index numbers of per unit purdiasing power 
define these mot cinents. .-Vs is to be expected, the swings are less pronounced 
on tlie' annual than on tlie monthly basis. For all farm products there was a 
loss in per unit purdiasing poiver of 36 per cent between 1929 and 1932. 
Subsequait gains reduced this loss, by 1935, to g per cent. 

jpzp Ip^Z 10^3 Xp^4 Ip^J ipSZ Ipy} 10^4 ip 3 z 
.•Vll groups of farm products too 64 67 77 • gt 100 io6 122 142 
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in conncct-ion with the crop reduction progi'am under the 
Agricultural Adjustment Act, were levied upon the first 
domestic processing of goods intended for domestic consump- 
tion. The rate was to equal "the difference between the cur- 
rent average price at the farm and the fair e.xchange value 
of the commodity", although discretion vvas left to the Secre- 
tary of .Agriculture to lower the tax if the domestic consump- 
tion of a given commodity were reduced. The commodities 
originally included were wheat, cotton, field corn, hogs, 
rice, tobacco, milk and its jiroducts. L.atcr n'c, flax, barley, 
grain sorghums, cattle, sugar beets, sugar-cane and peanuts 
were added to this list. 

The actual incidence of these proce.ssing taxes may not be 
defined precisely. There are three possible consequences of 
the levying of such taxes; prices to the final buyer may be 
raised: prices received by the primary producer may be re- 
duced; the price margin representing costs of fabrication 
may be reduced and the tax absorbed by the processor. (This 
statement refers, of course, to the direct effects on prices. No 
reference is here made to possible effects on production, con- 
sumption, stocks, exports and imports, etc.) If conditions were 
static, and see possessed full knowledge of the elasticities of 
demand and of supply for each product taxed, it would be 
possible to trace the incidence of these taxes and their effects 
on the volumes sold and consumed. Actually, the taxes were 
imposed under highly dynamic conditions, with considerable 
shifts occurring in the position and, possibly, in the shape of 
the curves of supply and of demand. These changes may not 
be precisely defined, and only qualified statements concern- 
ing the incidence of the processing taxes are justified. 

Certain of the conditions prevailing tended to make the 
consumer pay the tax. The demand for most agricultural 
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producL*: is inelastic. Moreover, the imposition of die taxes 
ivas. in general, coincident ividi reductions in die ^■olllme of 
primary products produced, and ividi increases in demand, 
as consumer incomes rose. On the odier hand the supply of 
agTicultiiral products is. in general, insensitive to dianges in 
price, and diis facilitates the passing of die tax to die seller 
of materials. Since considerable changes \vere occurring on 
both demand and supply sides ivhen the tax ivas imposed, 
processors ivere probably able to pass a large part of the tax 
fonvard to consumers or back to primary producers. 

The effects of the tax varied, of course, from commodity 
to commodity. In the main, however, the tax probably in- 
creased prices to consuniei's and gave primary producers 
somewhat loiver returns than diey -would hai'e secured -with 
the same output, had there been no tax on processing opera- 
tions. Fabricational mtirgins were probably not materially 
affected.* 

The relative importance of the taxes levied on the process- 
ing of four major commodities, at nvo dates, is shown in 

April ip}:4 April jpS.' 

Tax as Tax as 

percentage percentage 

Price of price Price of price 

■ycithotit ■without ■\nthout rvithout 


Corn, contract 

tax 

Tax 

tax 

tax 

Tax 

tax 

grades (bn.) 

IVheat, red ■winter. 

5 -4S7 

? -05 

11 

§ .S90 

? -o,>i 

6 

Clricago (bn.) 

Hogs, light butchers 

.S5S 

•SO 

56 

.99s 

-50 

50 

(roo lbs.) 

Colton. New Orleans 

5-970 

S.S 5 

57 

9-075 


-5 

(lb.) 

.119 

,04s 

S 5 

.riS 

.04s 

56 


*An interesting discussion, tending to the conclusion that taxes on the 
processing of hogs fell, in the main, on priinars’ producers, appears in the 
/otir;:!;f of ft 2 rr: Eror.oru'cs for ifay 1955. “The Incidence of the .-VAA 
Processing Tax on Hogs", Geoffrey Shepherd, pp. 551-54- 
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the accompanying tabulation. These taxes, as of April 1934, 
ranged from 1 1 percent of the current price, without tax, for 
corn, to 57 per cent for hogs. The percentages varied, of 
course, with changes in the market prices of the various prod- 
ucts. In April J935, after the notable price advances for 
corn and hogs, they had fallen to 6 per cent for coni and 25 
per cent for hogs. For wheat and cotton, the figures stood at 
30 and 3(5 per cent, respectively. 


T A n I. r. c 5 

RIXATIVK I’ R tens OF INtPORTAN'T RAW MATERIALS AT 
WIIOI.RSALE. JULY kj^o-JUNT. 193C 



July 

Ech. 

July 

Oct. 

May Sept. May 

Dec. 

Apr. June 

nncHssiox .ixd 

iQZo to;-} 

RECOVER} 



roVI 

toil 


1935 

1036 1956 

Corn 

l(K) 


'r .7 

•1' 

5 ' 

81 

87 

57 

G2 

6| 

Whciit 

|(K) 

.ni 

7 « 


G\ 

8.) 

78 

87 

79 

74 

Hogs 

1 (H) 


3 ;i 

•H 

3 ” 

Gi 

80 

82 

92 

88 

Siigiir, r.iK 

100 

/*• 

92 

88 

73 

78 

8G 

82 

99 

98 

Cotton 

100 

:i2 

57 

r.o 

Gi 

70 

GG 

C3 

62 

64 

Wool 

ICK) 

.jG 

79 

«7 

88 

80 

89 

8.1 

B 9 

90 

Coni, hitimiinons 

100 

5 >' 

9 ' 

lOl 

107 

“>7 

loS 

1 1 ) 

1 10 

no 

Pig iron 

lOO 

73 

Hj 

9 = 

97 

97 

97 

‘03 

103 

103 

Copper, ingot 

100 

-7 

•19 

•15 

-|G 

•19 

•19 

5 ‘ 

5 " 

•>0 

a- 

Lumber 

100 

C'J 

Se 

78 

83 

8G 

78 

78 

78 

78 

RECOVERY 

Corn 


100 

=•17 

175 

220 

350 

37C 

= 17 

2GS 

277 

Wheat 


100 

225 

18G 

.87 

2.J2 

22G 

= 5 = 

230 

2‘5 

Hogs 


100 

12G 

133 

99 

‘99 

262 

270 

302 

287 

Sugtir, raw 


100 

127 

121 

101 

105 

“9 

“■1 

‘38 

136 

Cotton 


100 

irti 

158 

‘93 

00 j 

20S 

200 

igG 

201 

W^ool 


100 

' 7 -t 

ifji 

>91 

175 

‘ 5 ‘ 

184 

19G 

19G 

Coal, bituminous 


\oo 

100 

1 1 1 

118 

118 

“9 

J 22 

121 

121 

Pig iron 


100 

H 5 

12G 

‘33 

‘33 

‘33 

‘ 4 ‘ 

141 

i 4 ‘ 

Copper, ingot 


100 

182 

170 

‘74 

18.J 

18.1 

190 

194 

‘95 

Lumber 


100 

»»9 

112 

120 

1=5 

110 

112 

112 

112 



rRI]\rARY PRODUCERS 


243 

Jlcccssion and Rccovoy in ific Pi iccs of Important Raxa I^Iatcriais 

Space limitations prevent a detailed survey of the price and 
production movements affecting individual rarv materiak during 
the six years of recession and recovery. In follotving the major 
changes of this era it is necessary to deal rvitlr rather broad cate- 
gories, trhicli may lack conaete significance to many readers. "iV’e 
therefore supplement die preceding genei-al account rvidi figures 
reladng to the fortunes of important single commodities (Table 
25). Comment is not attempted. Readei-s may compare the 
dianges in die price; of indii idual commodities iridi die group 
measurements presented in preceding tables. 


Ti:mi.ng of Price Ch.^xges During Recovery: 

A Mo.nthlv Record 

In ti'acing and appraising die price gains of recovery, oiir 
interest extends beyond the net dianges over die period 
studied. The pace and diaiacter of the dianges should be 
folloAved, month by mondi. During die period covered by 
this record Uiajor changes in monetai"s' policy occiined, and 
it is desiiable to consider dieir po.ssible effects on die prices 
of commodities. Again, die incidence of die forces affeedng 
prices may tary. The pressure toivards price adt ance may 
shift from the most seriously depressed groups to odier 
groups, already in positions of relauve ad\antage. In Table 
26 are given measurements of percentage dianges, by mondis. 
in the prices of lan* materials and manufactured goods, at 
niiolesale. The same story appears in graphic form in 
Figure ii. 

The detailed records in Section A of this table may be 
most readily follow ed in the summaiy by peiiods in Secdon 
B. The five months, Febrnary-July 1933. cover the first 
phase of the neiv monetary policy of die government, begin- 
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TABLE 26 (COnt.) 

RA-W MATERIALS AND MANUFACTURED GOODS 

ERCENTAGE CHANGES IN INDEX NUMBERS OF IVHOLESALE 
PRICES -WITH NET DIFFERENCES AND CUMULATIVE 
NET DIFFERENCES, FEBRUARY 1933-JUNE 1936 

NET DIFFERENCE 
BEnvEEN MOVEMENTS 
OF RAW MATERIALS 
AND MANUFACTURED GOODS 

Month Cumulated. 





MANU- 

to month 

Feb. 1933 


ALL 


FACTURED 

or period 

to last 


COMMODITIES 

^rATERIALS 

GOODS 

to period 

month named 


A. 

Monthly 

Mo\xments 



j5 

^y~June 


(per cent) 



4 - 4-1 

4-5.8 

4-34 

4-24 

- 4 ii -5 

ne-July 

4-64 

4 - 9-8 

■4-4-7 

4-5-1 

4-17-9 

ly~Aitg. 

4-1.3 

—14 


—4.1 

-fi 3 -i 

ig.Sept. 

4-14 

■rM 

+1*5 

— 0.1 

-4-134 

pt.-Oct. 

-{-0.1 

—0.8 

•4-0.5 

— 1-3 

4“! 1.8 

ct.-A^ov. 

4-0.1 

4-1.2 

— 0.2 

4-14 

4 - 13-7 

ov.-Dec. 

—04 

— 0.1 

—0.5 

-fo 4 

4-14-1 

ec.—Jan. ipy4 

4-1.8 

4-1.9 

4 - 1-7 

-fo.2 

-f 14-5 

in.-Feb. 

4-1.6 

4-2.5 

-pi -3 

-4-1.2 

-4-16.2 

eb-Mar. 

-fo.i 

— 04 

4-04 

— 0.8 

■ 4 - 15-3 

lar.-Apr. 

— 0.5 

—0.7 

—04 

—0.3 

-4-14-7 

ipr.—May 

4-0.6 

4-0.1 

4-0.7 

— 0.6 

-4-14.0 

lay— June 

4-14 

4-3-3 

4-0.3 

4-2.8 

4-17-9 

une—July 

4-0.3 

4 - 1-3 

— 0.2 

-f 1-5 

4-19-9 

uly-Aug. 

4 - 2.0 

-fS-G 

4-1.1 

-4-2.5 

4-23.7 

lug.—Sept. 

4 - 1-1 

-ps-o 

4-0.8 

4 - 1.2 

4-25.6 

iept.-Oct. 

— 1.1 

—1.8 

—1.5 

—0.3 

4-24.8 

Dct.—jS'ot’. 

0.2 

—0.3 

-i-0.5 

— 0.8 

-4-23.8 

Woi'.-Dec. 

4-0.6 

-*-1-1 

4-04 

4-0.7 

4-25.0 

Dec.-Jan. ipyy 

4-2.0 

-f2.g 

-[-14 

4 - 1-5 

-f27.6 

Jan.-Feb. 

4-0.7 


4-0.6 

4-04 

-4-28.3 

Feb.—iSIar. 

— 0.1 

— 0-4 

4-0.1 

—0.5 

-f27.6 

Mar— Apr. 

-po.S 

-fl.2 

4-0.5 

-4-0.7 

4-2S.8 

Apr.-May 

0.0 

0.3 

-fo.i 

— 04 

4-28.3 

May—Jztne 

—0.6 

1.1 

— 0.2 

—0.9 

4-26.9 

June—July 

— 0.5 

1.0 

0.2 

— 0.8 

4-25.5 
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tmim; 2G (coni.) 

RAW MA'IJCRIALS AND MANUF AC'I'URED GOODS 
I’ERCEN'l'AGE CflANGES IN’ INDEX NUMBERS OF WIIOLESALF 
FRIGES \V'ITII NET DIFFERENCES AND CUMULATIVE 
NET DIFFERENCI-:S, FEBRUARY )933-JUNE 193G 

Ni'.T i)irn;Ki:Ncr, 
iirrrwrxN movkmi'.nts 

or RAW MATl'KIAIA 
ANIl MANlirACTURI.DGtMMlS 


^935 

AIX 

COM MODI 1 

RAW 

115 MATIR 1 A 15 

A. Mostiii.y 
{per 

.MANIJ- 

rACTuitri) 

GOODS 

MOVIIMI NTS 

cent) 

Month 
to month 
or jicriocl 
to period 

Cumulated, 
Fell. 1933 
to Ia.st 

month named 

July-Aug. 

+0.1 

-1-1.2 

-1- 1 .0 

4-0.2 

-I- 25.9 

A ug.-Scpt. 

+0.2 

0.0 

-1-0.3 

— 0-3 

-i-= 5 -r. 

ScfJl.-Ocl. 

0.0 

-i-o-i 

- — 0.2 

-j-o.G 

4 - 2(>4 

Oct.-h'ov. 

+0.2 

4-0.2 

+0.3 

— O.I 

-f-2G-) 

Nov.-Dcc. 

4-0.2 

4-0.1 

4-0.3 

— 0.2 

4-2G.1 

Dcc.-Jnti. rpy6 

j(j}6 

—0.,] 

4 - 0 ..) 

_0.K 

4 - 1.2 

4-27.7 

Jan,~Fch. 

O.I 

-po.G 

—0.7 

-pi .3 

*1-29.0 

Fch.~M(ir. 

— 1.2 

—1.) 

— 1.2 

— 0.2 

4-28.9 

Mar. -A /;r. 

— 0.1 

— o.i 

4-0.1 

— 0.2 

4-28.5 

Apr.-May 

— 1.2 

— 1.2 

— 1.) 

+ 0.2 

-1-28.5 

May-Junc 

Feb. ip3y- 

-fo.9 

4 - 1 .7 4-0.2 

B. Movi:mi;nt.s iiv I’ruioDS 
{per cent) 

4-1.5 

4-30.8 

Jiily jpyy 
July ip3y- 

•+■17.2 

4 - 29 -.''. 

4 * 1 1 .G 

■+•'7.9 

-f' 7'9 

Or.l. fpjy 
Ocl. jp33- 

+ 3 '*' 

— o.G 

-p.j.S 

— 5*^1 

4-11.8 

May 

May 193J- 


+ 4-1 

4-30 

4-1.4 

4-14.0 

.Sept. ippf 
Sept, ipj.)- 


-1-1 o.G 

4*2.2 

4-8.4 

4-25.G 

May jpjy 
May ip3y- 

-t-2.7 

+.S -4 

4-2.0 

4-1.4 

4-28.3 

Dec. ipyy 
Dec. ip35~ 

4 -o.C 

—0,3 

4 - 1-4 

—1.7 

4-2G.1 

June ipy6 

— 2.1 

0,0 

—3.7 

+ 3-7 

4-30.8 
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ning ^vith tlie prohibition of gold payments and tlie embargo 
on tlae export of gold and silver, on March 6, including the 
nationalization of gold, the passage of the credit expansion 
‘rider’ to the Agricultural Adjusanent Act and the abroga- 
tion of the gold clause, and ending witli the rejection of tlie 
monetary stabilization progi'am of tlie London conference 
on July 3. This ivas a period of rapid rise in tlie general price 
level, a rise tliat irorked particularly to the advantage of 
depressed raw materials. The net gnin of rair material prices 
in this period is measured by a difference of 17.9 betis'een 
tlie index numbers for rair and processed goods, on the Feb- 
ruary 1933 base. The next phase, July-October 1933, iras 
marked by a slight retrogression in tlie prices of raw mate- 
rials, and by more substantial losses in their relative position. 
These three montlis cover die period of die inauguration of 
die new- industrial codes authoi'ized under die National In- 
dustrial Recovery Act. The record suggests diat die forces 
released by diis Act, combined with certain lagging conse- 
quences of die first phase of recoveiy,® definitely tended to 
offset the amelioratii-e movements of the early mondis. 

During die diird stage, October 1933 to May 1934, con- 
flicting but minor movements occurred in die relative prices 
of raiv materials and manufactured goods. Additional at- 
tempts irere made, by action on the monetary side, to stimu- 
late price recoiery. A goi’ernment market for gold iras 
established and the price of gold was progressively advanced; 
a silver-buying program ivas approved: die Gold Reseri’e Act 
of 1934, reducing the content of die gold dollar 41 per cent, 

® By these ‘lagt^ing consequence;’ I mean, first, a svntig back of rate material 
prices, after the sharp initial adtance that teas stimulated to some extent 
bv the desire to anticipate possibly higher costs under the codes. Supple- 
menting this, a belated rise in the prices of fabricated goods teas to be 
expected, as the effects of higher prices among rate materials teere felt. 
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T A n t. n 27 

I’RICI^S OF FAR^^ RROnUCTS AND O'FIIER COMMODITIES 
PERCENTAGE CHANGES IN INDEX NUMBERS M’lTH NET 
DIFFERENCES AND CUMULATIVE NET DIFFERENCES, 
FEBRUARY loa.-j-jUNE 193G 


^'.•|IOI.rAAI.^ AJAP.KI.TS l AP.M AND RCTAIL MARKFTTS 

NCTiiiirrRi.Ncr. nct DirrnpxNcr. 



Protl- 


Month Ciimii- 


Prices 

Month Ciimu- 


11 CIS 


10 

latcd. 


paid by 

to 

latcd. 


of 

All 

month 

Feb. 


farmers 

month 

Feb. 


Anicri- 

other 

or 

1933 

Farm 

for 

or 

1933 


cin 

com- 

period to Inst 

[> rices. 

com- 

period to last 


farms. 

modi- 

10 

month 

al! 

modities 

to 

month 


raw 

ties 

period named 

groups bought 

])eriod named 



A. 

Monthly 

Movr.ML.NTS 




^ 93 } 



(per 

cent) 





i'rl).-Mnr, 

T J.2 

0.0 


4 - 5-2 

0.0 

— i.o 

4-1.0 

+ 1.0 

Mftr.~/I l>r. 

4 -r..R 

-fo.l 

4-3.7 

-rg.i 

4 - 5-5 

-{- 1 .0 

-E-l-a 

4-5-5 

u-tfir.-Mny 

-f-i i-r, 

-i-z .5 

-{-12.0 

• 

*4. » 0 

1 * / •-. 

-i-i.o 

4-10.2 

-f 22.6 

May-Jtmr 

+ /•" 

4-3.3 

-t-.po 

-^2^.2 

4-44 

-{-I.o 

4 - 3-4 

4-27.1 

Junc-July 

+ 12,0 

4-5.1 

4-r..r, 

4-3R-7 

4- 1 O.g 

4-3-9 

4-13.0 

4 - 45-0 

July-Aiif^. 


4-2.3 

- 5.8 

4-30-9 

-.{.8 

4-4-7 

— 9-5 

4-32-7 

/lug.-Srj)!. 

—1.5 

4-2.2 

--3.7 

4-2G.1 

-f 1.3 

4-3-8 

—2-3 

4-30.6 

Srjit.-Ort. 

—z-?> 

+(*•0 

— 1.2 

4-20.} 

— 2.5 

0.0 

2.5 

4-26.9 

Ort.-Xov. 

+D.9 

0-0 

4-0.9 

-1- 0 j »• 

1 - * ./ 

+ 2.0 

0.0 

+2.C 

4-30-8 

Nov.-Dcc. 

— o.g 

— 0.2 

■ ' ^0.7 

-{-20.7 

r> ■> 
— -•:> 

0.0 

•—2.7 

4-26.9 

Dcc.-Jau. 

4 -- 1-7 

"I* 1 .1 

4-3.G 

4-25.9 

—'•3 

+0.9 

00 

4-24.2 

1934 









Jnn.-Fcb. 

+ 3-9 


4-2.7 

-fso.i 

4-7.8 


4-0.1 

4 - 33-1 

Fcb.-Mar. 

—0.5 

+0.2 

—0.7 

-}-2g,o 

+ 1 .2 

+0.8 

4-0.4 

4 - 33-9 

Mar- Apr. 

— 2-0 

— O-l 

—1.9 

-p2G.3 

—2-1 

0,0 

—24 

4-30-3 

A pr.-May 

— 0-2 

+0.7 

—0.9 

4-25.1 

0.0 

+0.8 

— 0.8 

4-29-3 

May-Junc 

4 - 7 .« 

+0.2 

4-0.9 

4 - 35-2 

4-4.9 

0.0 

4 - 4-9 

4-36.6 

June-] lily 

+ 1.9 

0,0 

-fi.g 

4-38.2 

-j-1.2 

+0.8 

4-0.4 

4 - 37-1 

July-A ug. 

-J-G,8 

+0.7 

4-0.1 

4-48.3 

4-10.3 

+2.5 

4-7.8 

4-50.7 

Aug.-Srpt. 

4-3.8 

+ 0.7 

•.L. A 1 
* 

4-53-9 

-F 7-3 

+0.8 

4-0.5 

4-62.3 

Sept.-Oct. 

9,2 

—0.7 

—=•5 

4 - 49-1 

l.O 

0.0 

— 1.0 

-fOo.7 

Oct.-Xox). 

—0.3 

0.1 

— 0.2 

-f.18.7 

1.0 

0.0 

— 1.0 

4-58.8 

Nov.-Dcc. 

4-2,0 

+ 0.1 

4-1.9 

4-52.0 

0.0 

0.0 

0.0 

-{-58-8 

Dcc.-Jan. jgyy 

4*5.5 

+ 1.2 

4-4-3 

-{-O0.2 

4 - 5-9 

0.0 

-fa -9 

4-69-7 

1935 









Jan.-Fcb. 

4 - 1.8 

4-0.5 

4 - 1-3 

4 - 02.8 

4-3-7 

+0.8 

4-2.9 

-{-76-1 

Feb.-Mar. 

O.I 

— 0.1 

0.0 

4-G2.8 

—2.7 

0.0 

- 2-7 

4-70-7 

Mar.-Apr. 

4-3.Z 

-fo.2 

4 - 3-0 

4 - 08.5 

4-2.8 

0.0 

-f2.8 

4-76.1 

A pr.-May 

—0.5 

-po.i 

— 0.6 

'4-G7.3 

—2.7 

0.0 

- 2-7 

4-70.7 
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TABLE 

2 7 (cont.) 




PRICES 

OF FARM PRODUCTS .AND OTHER 

COMAIODITIES, 

PERCENTAGE CHANGES IN 

INDEX NUMBERS IVITH NET 

DIFFERENCES AND 

CUMUL.AT1VE 

NET DIFFERENCES, 




FEBRUARY 1933-JUNE 1936 





WHOtESALE MARKETS 

FARM AND RETAIL MARKETS 




NET DIFFERENCE 



NET DIFFERENCE 


Prod- 


Month Ciimu- 


Prices 

Month Cnnin- 


ucts 


to 

lated, 


paid by 

to 

lated. 


o£ 

-All 

month Feb. 


farmers 

month 

Feb. 


-Ameri- 

otlicr 

or 

1933 

Farm 

for 

or 

1933 


can 

com- 

period to last 

prices. 

com- 

period to last 


farms. 

modi- 

to 

month 

all 

modities to 

month 


rai\’ 

ties 

period named 

gl'oiips 

bought 

period named 



-A. Monthly MoYiAfENTS (coiit.) 







{per cent) 





^935 









May-Jimc 

— s-5 

0.1 

ft 

-fCs.o 

— ^3-7 

0.0 

— 3*7 

4-634 

Jxnic-Jttly 

— 2.0 

— 0.2 

— i.S 

4-59-6 

—1-9 

— o.S 

— 1.1 

-f 60.7 

July~Aug. 

+1-9 

4~o.S 

-fi.t 

-fdi.g 

4-3-9 

— o.S 

4-4-7 

-fGS.g 

Aug.Scpt. 

0.0 

-fo.S 

—0.3 

-f6i.5 

-fo.9 

— 1.6 

4-2-5 

4-72-7 

Scpt.-Oct. 

—0.5 

+0,1 

— 0.6 

-f6o.5 

4-1-9 

0.0 

4-1-9 

-7-764 

Oct.-2<iox’. 

— 0.7 

+0.6 

—1.3 

4-584 

—0.9 

— o.S 

—"0.1 

-f75-6 

lYoi’.-Dtc. 

+0.5 

+0.2 

4-0.3 

4-59-1 

4-1-9 

0.0 

-fi-9 

4-79-2 

Dec.-Jan. ipy 

6 -}-o.i 

— 0,6 

4-0.7 

-f 60.2 

0.9 

0.0 

— 0.9 

4-77-4 

■^93^ 









Jait,-Fcb. 

-f-0.7 

—0-3 

4-t.o 

-fGi.S 

0.0 

0.0 

0.0 

+77-4 


— e.S 

— 0.9 

—t.g 

4-57-8 

_}.6 

—o.S 

-3-S 

4-69-3 

Mar.— A pr. 

-fo.S 

— oj: 

-f 1.0 

4-59-6 

+ 1.0 

0.0 

-fl.0 

4-71-1 

A pr.—May 

Q 0 

— i.i 

— i.t 

-f56-9 

— 1,9 

0.0 

—i.g 

4-67-5 

!\[ay—Juixc 

+3-6 

+0.1 

-r3-5 

4-63-2 

+3-9 

— o.S 

-f4-7 

t"75-7 



B. Movements by Periods 




Feb. rp55- 



(per cent) 





Jtily jp55 

4-504 

-fii.7 

4-SS.7 

4-3S-7 

4-50-9 

+5*9 

4-45-0 

4-45-0 

July ipys~ 









Oct. jpyy 

— S.i 

-i-o-o 

—13.6 

-fso-i 

— 6.0 

4-S4 

—14-5 

4-26.9 

Oct. Jp35- 









il/Vrv ip3J 

-r5-9 

-fs-o 

4-2.9 

4-25-1 

-fs-i 

4-4-5 

+0.S 

4-29.3 

May JpyJ- 









Sept. layj 

-}-21.0 

-fi-7 

4-19-3 

4-53-9 

4-25-6 

4-4-1 

+21-5 

-f 62.5 

Sept, ipy^- 









May ipyy 

-,-^4 

-ft- 

4-7-2 

-fSi-S 

4-4-9 

-fo.S 

+4'i 

4-70.7 

May jpyy- 









Dcc. ipyy 

_S.i 

-f i.S 

—4-9 

-r59-i 

-fi.g 

—3-9 

“5*^ 

4-79-2 

Dec. J'pjp- 









Juuc spjS 

-7-0.2 

—3.0 

4-S-2 

4-6sa: 

—2.8 

—1-7 

— 1.1 

4-75-7 
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Here, again, the record may be most readily follov/ed in 
the summary by periods, in Section B of 'Fable 27. Agricul- 
tural products gained in relative price during the first up- 
ward rvish of the spring and early summer of 1933. Their 
differential gain in wholesale markets, in relation to all non- 
farrn products, v.’as 38.7 (the net difference in July 1933 
tv.xen inde:-: numljers on the February 1933 base). The 
relapse in the autumn montiis, a.s the push of the first rush 
v.eak.cned and as the force of rising prices was felt by manu- 
facturetl gorjcls, cut this gain almost in half. The seven fol- 
lowintt months of mixerl movements inouctht a small net 
advantage to raw farm pnjflucts. The stimulus to agricultural 
prices providetl by drought brought a substantial rise to a 
new level, in the summer of J93.}, a level above that of July 
1933. In tiie tiiree succeeding j>eriofls only small changes 
occurrerl. The persisting gains of farm prochtets u'cre sub- 
stantial, however, as is shown by the fittal figures given. 

'Fo the comparisons dealing with trading relations in 
wholesale markets v.e may arid a survey of changes in the 
actual buying anrl selling relations of farmers, which are also 
shown in Table 27. The movements of index numbers of 
farm prices and of {mices paitl by farmers parallel those of 
the wholesale price measurements previously reviewed, but 
the relative margins of arlvantage of farm producers, during 
the several phases of the recovery movement, are wider. In 
June 193b the differential gain of farm prices, starting from 
the February 1933 base, amounted to 75.7. 

These several exhibits show very clearly that the real gains 
of agricultural jmoducts, and the gains of raw materials gen- 
erally, w'erc scored during two short periods. The advance 
began with the first push of detachment from the gold stand- 
ard and of escape from the fears engendered during the bank- 
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ing crisis of the tvinter of 1932—33. The stimulus of dais rise 
teas definitely selectia'c, in drat it teas felt most strongly by 
die prices of die most depressed commodides, primar}- prod- 
ucts. The period of furdier monetary experimentation is'as 
marked by minor cross-cun'ents of change, iridi-no distinct 
consequences. Drought, tvith crop reduction, brought die 
second gi'eat stimulus to fami products, die most important 
element of the imr materials group. This gain iras held, and 
ei’en increased someichat, during the inondis diat followed 
the drought. During die first six months of 1936, folloiring 
die termination of die .A_A.U. a differential movement in favor 
of farm products occurred in irholesale markets; diere is'as a 
small net loss in farm markets. 


CH.A.NGES IN THE -AgGREG.A.TE PURCHASING PoiVER OF PrIM.ARY 
Producers During Reco\-ery 

M'e have seen that the per unit purchasing poiver of rate 
materials, in ivholesale markets, increased 16 per cent be- 
tween February 1933 and June 1956. For raw products of 
Amerioin farms die average per unit gain amounted to 41 
per cent, -when purdiasing poiver is measured ishdi reference 
to prices in ivholesale markets; in terms of goods actually 
purcliased for productive and Imng purposes die gain ivas 
64 per cent. But die economic status of producing groups is 
dependent rather upon aggregate income and purchasing 
power dian upon per unit prices and purchasing poiver. In 
Table 28 ive trace the shifts brought by recover}' in die aggre- 
gate purdiasing power of different dasses of primar}' pro- 
ducers. The measurements relate to changes in die gross 
income of major producing groups, and to corresponding 
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The cliaiiges between 1929 and 1932 in die purcliasing 
poiver of primary producers liai’e been discussed in Chapter 
III. '^Ve have noted a drop of about 57 per cent in the a^-e- 
gate value of rair materials, representing a loss of about 36 
per cent in total command over goods, at ivholesale. Declin- 
ing volume (12 per cent loss) and reduced purcliasing power 
per unit (21 per cent loss) accounted for diis reduction in 
aggregate purcliasing poiver.' Three years of recovery 
brought an advance of approximately 27 per cent in the 
aggi'eg-ate purchasing power (in ivholesale markets) of pri- 
mary producers, a gain due entirely to increased per unit 
ivordi of their products; for diis gain paralleled a loss of 

The index numbers of wholesale prices, derived from thase of the Burean of 
Labor Statistics, are as follows: 1929, 100; 1952, 6S: 1933. 69: 1934. 79: 
1935. S 4 - 

2 The tivo sets of entries relating to aggregate command over goods are de- 
rived independently. Those appearing as the main series represent the 
measnrenrents of 'aggregate NVilue of product' deflated by an index of whole- 
sale prices. The entries in parentheses are the products of the corresponding 
measurements of ‘purchasing power per unit’ and ‘number of phwical units'. 
The independently deii\'ed measurements agtee fairly closely, for all primary 
producers: differences are greater for the subgroups. For farm products the 
differences ate due in some degree to the fact that the main serie; relate 
partly to crop years, while the derived series relate to calendar years. For 
forest products the index numbers of aggregate mine and purchasing potver 
are derived from price and production data. 

siVhen the price and mine figures relating to fam products are deflated by 
pries; paid by farmers, we have the following record. The columns corre- 
spond to thase in the table. 


jpep 

100 

ItX) 

(100) 

lOO 

1 CK> 


45 

Pd 

(6.3) 

61 

ff 

Jp?? 

54 

76 

(63) 

67 

96 


61 

76 

(7t) 

77 

93 


71 

S7 

(Sa) 

ft 

ft 


vThe figtires are not etrtirely consistent since they are derived independ- 
ently. See footnote 2 to Table aS. 
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dn'ec groups of producers, are some’vrhat rough, but they 
indicate the general nattirc of the changes brotight bv reces- 
sion and recot’ery. Taking account of the margins of eiTor 
involved, tve may say that in 1935 the ag'gi'cgnte physical in- 
come of agricultnral producers was about 15 or 20 per cent 
less titan in 1929. having risen some 25 per cent from tlte 
low level of 1932. The physical income of producers of raw 
minemls in 1935 was from 18 to 27 per cent less than in 1929: 
here also a gnin of about 20 per cent had been made from 
the 1932 level. The nggregnte real income of producers of 
raw forest products in 1935 ^\•as some 46 per cent less than 
in 1929: the rise from die 1932 level had amounted to more 
than 40 per cent. 

For agricultural producers it is possible to refine somewhat 
the rough estimates of Table 2S. and to secure more exact 
mea.stirements of the cltanges in the aggregate put'chasing 
power of their income. The enures in Table 29 indicate the 
nature of the absolute and relative changes in gross fann 
income between 1929 and 1935. The cumulative decline of 
agricultural retvirns. a decline due almost entirely to falling 
tmit purchasing power rather than to declining production, 
carried the gross income of farmers down 35 per cent be- 
tween 1929 and 1932. Prices paid by fanners for goods used 
in production and family maintenance dropped 30 per cent. 
If tve correct by this index in estimating dte change in agri- 
cultural purchasing pon-er ^v■e have a more exact measure 
than diat given in Table 2S. (In that table, in default of 
.suitable specific deflatoi-s for die different producing groups, 
an index of wholesale prices was used throughout.) "We find 
that in 1932, as the net result of changes in farm output. 



PRLMARY PRODUCERS S59 

year brought advances of 15 per cent in gross income^ 13 per 
cent in aggregate purcliasing po^ver. If \ve take account of 
rental and benefit payments by the Federal government, 
tlaese figures are raised to 20 and 18 per cent, respectively. 
Total agricultural piircliasing poorer in 1933 remained, ho'sv- 
ever, 24 per cent belou* tlie 1929 aggregate even when rental 
and benefit papnents to farmers are mcluded in their gross 
income. '' 

By 1935 furtlier substantial gains had been scored in tlie 
money incomes of farmers. Gross income from productive 
operations was 50 per cent above tlie 1932 level, m spite of 
a drop of 8 per cent in the net volume of agricultural pro- 
duction. Adding to tliis tlie income from rental and benefit 
papiients we have a gain fi'om 1932 to 1935 of 59 per cent 
in the total gross income of farmers. Hoirever. the prices of 
commodities bought for use in production and family main- 
tenance irere also feeling die pu.sh of adiancing values. A 
gain of 17 per cent in diis average partly offset the increase 
of income. The purcliasing power of total gi'oss income, in- 
cluding rental and benefit papnents and receipts from live- 
stock sales to die government, ina-eased about 36 per cent 
betiveen 1932 and 1935. In 1935 the index of aggregate fann 
purchasing poirer stood 13 per cent beloiv die 1929 level: 
this represents a substandal loss of real income but die posi- 
tion iras distinctly better than in 1932.^° 

» Total production of all typc5 of goods in the United States, in 1033. tras 
approxiniately 33 per cent less than in 1029. This indndes, of course, the 
output of the heatalv dcpre^ed capital goods industries. The output in 1033 
of manufactured goods intended for human consumption tras S3 per cent less 
than in 1929. (Cf. Table 60. Ch, VIII.) 

IP The index of aggregate farm purchasing power, in physical terms, may 
be compared with mcasutements of the total ph^'sical output of goods in 
the United States. For .all t\-pes of goods production in 1035 was some 22 
per cent less than in 1929. If we take account only of manufactured goods 
intended for human consumption, the index for 1935 teas approximately 9 
per cent less than in 1929. (Cf. Table 60. Ch. ITII.) 
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consuming groups in terms of gross income alone. Equal 
changes in gross income resulting from unequal price and 
production changes may represent quite different mot'ements 
of net income. For tvhen gross income is sustained tltrough 
tlie maintenance of a high volume of output, as ■was true of 
agricultural income from 1929 to 1932, correspondingly 
high production expenses may squeeze net income to a very 
lo'w figure indeed. Fixed charges in die form of taxes, in- 
terest, etc., take a far greater proportionate part of the re- 
duced gross income of farmers in depression than of the 
larger gross income of prosperity. The income available for 
personal expenditure is correspondingly reduced. Thus from 
1929 to 1932 the gross income of faianers ■was declining some 
55 per cent and the cash available to farmers after payment 
of production expenses ■was cut about 70 per cent. On recov- 
ery, of course, the situation is reversed: net income rises more 
sharply tlian gross income. 

Table 30 indicates the nature of tlie changes occurring 
during recovery in various expenditures from the cash in- 

TABLE 30 

AGGrvEG.-VTE BUSINESS C-tSH .ACCOUNT OF THE FARMERS OF 
THE UNITED ST.ATES, 1929-1935 

Estimated Ele.ments 

Percentages of figure Percentages of cash income 



Ip JO 





/p:p 

Ipj2 



■rP 55 

Cash income 

100 

42 

52 

Go 

69 

100.0 100.0 100.0 100.0 100.0 

Current expenditures 
Cash irnges to hired 
labor 

100 

40 

37 

40 

42 

9-2 

8.7 

6.5 

6.0 

5.6 

Feed, seed and ferti- 
lizer 

lOO 

44 

46 

49 

52 

li.S 

12-3 

10.3 

9.6 

8.8 

Containers, spray ma- 
terial and tirine 

100 

73 

70 

68 

74 

1-3 

2-3 

1.8 



Cost of operating 
tractors, autos and 
trucks 

100 

77 

77 

84 

93 

4-5 

8-3 

6.7 

64 

6.1 
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TABLn 30 (cont.) 

AGGREGATE BUSINESS CASH ACCOUNT OF THE FARMERS OF 
THE UNITED STATES, J02&-'935 

Estimati.d Ellmknts 

Percentages of figure Percentages of cash income 
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j'w/ 
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turesffire insurance, 
ginning, harness, ir- 
rigation, etc) 

100 

73 

75 


71 

- 

-•:) 

1-3 

3C 

3.1 

2-7 

Intcre-t payable 

100 


81 

C7 

Gi 

C-G 

13.G 

U>.2 

7-3 

.5-7 

Taxes payable 

100 

713 

G3 

fij 

Cl 

5-8 

10.9 

7.0 

C.2 

5-1 

Total 

\iy) 

Gi 

59 

5« 

59 

.51.G 

Co..} 

'IG.9 

40. 1 

35-7 

Capital expenditure; 











■Machinery, tractors 











and repairs 

vy) 

21 


37 

GG 

'1-9 

2-5 

0 4 

--x 

3-' 

•i-7 

-Autos and trucJ;s 
Farm buildings and 

100 

20 

28 

■IC 

Cl 

39 

i-S 

2.1 

3 “ 

3-5 

repairs on farm 
buildings 

100 

•• 

- / 

3« 

■53 

Cl 

0 * 

'•7 

1.9 

1.9 

2-1 

Total 

ifXi 

n't 

-9 

■52 

Cl 

"•5 

5-9 

G-l 

8.0 

10.6 

Total prcKluction 
experi'C' 

Cash asaiiabic after pro- 

UX) 


5- 

51 

Go 

53' 

GG.3 

^ 0 r» 

-iS.i 

■lC-3 

duction expenses (net 
cash income) 

uyj 

30 

•• <» 
It- 

GO 

79 

•lC-9 

3 3 ‘7 

‘ 1 C .7 

5'-9 

53*7 

Prices paid b) farmers 
for living 

-Vet ca'h income de- 

100 

GS 

Co 

77 

78 






flated by prices paid 
by farmers for living 

100 

4 t 

'ft 


8G 

101 






source; Crops and Markets, 

J»b- '935. 

pp. 2 

71-72, 

, and 

"Income from Farm 


Production in the L'nited Sttiies in J933” (mimeogrnphed), September 1936 

come of farmers. The net cash income of farmers increased 
73 per cent from 1932 to 1933, 120 per cent from 1932 to 
1934, and 163 per cent from 1932 to 1935. These gains ex- 
ceed materially, of course, corresponding increases of 20, 36 
and 59 per cent in gross income. (Rental and benefit pay- 
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ineiKs arc included in net cash income, as well as in gross 
income.) The advances of these three years left net cash in- 
come in 1935 approximately "i per cent belon- the level of 
^^dien account is taken of reductions in the prices paid 
by larmcrs for living the estimates indicate that the actual 
'9.‘)r) pitt'chasing power of their net cash income teas equal 
to that of i 9'9‘ ^Vith I'elcrence to the buying power of net 
cash income it appears tltat by 1935 the dillicnlties brought to 
agricultural producers by the depression had been corrected. 
Of course, expenditures on capital equipment in 1935 were 
lotver than in 1929: a somewhat larger percentage of cash 
income teas being tiscd for family maintenance. But tvhen 
full account is taken of this, the figures indicate a 1935 posi- 
tion only slightly below that of 1929. (See Chapter VIII, 
note 3, for figures of real farm iitcome. after provision for 
depreciation.) 

These income returns ntay be made more specific by con- 
sidering the actual operating results secured by sample 
groups of farmers between 1922 and 1933. as these have been 
compiled by the Bureau of Agricultiu'al Economics (Table 
31). A striking picture of the effect of recession on the cash 
returns of indit'idual farmers is presented here. After a slotr 
improvement from 1922 to 1929, which reduced the per- 
centage of farmers operating at a net loss from 14 to 8. and 
ittcrcased the percentage making net incomes of Si. 000 or 
more from 35 to 45. three years of recession changed the pic- 
ture completely. The percentage suffering net losses rose to 
approximately 43. -while the percentage earning Snooo or 
more declined to less than 5. The chief effects of the first two 
years of recovery appe.ar in the figures relating to the deficit 
group. This teas reduced from 42.7 per cent, of the total to 
i8..[ per cent— a very considerable accomplishment. The 
average net result per farm in 1934 (S624) iras still less than 
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1932. o£ 11 per cent between 1929 and 1934." On tins 
basis tite fann situation at die end of 1934 was brighter, 
relatively, than die situation of income recipients in general. 
The purciiasing poirer of die total national income in 1Q34 
■was. roughly. 20 per cent beloiv the 1929 level. By 1935 die 
real income of fanners appears to have been restored to the 
1929 level. 


Farm Prices. F.vrmers* Incomes, and the Burden of 
Farmers' Debts 

In 1929 farm mortgage debts plus odier farm debts (short- 
and long-tennl amounted to approximately 12.000 million 
dollai’s. This constituted some 10 per cent of die total private 
debt of the country, and about S per cent of all debts (in- 
cluding governmental debtsl.-® Interest pa^mients on farmers' 
debts in 1929 came to approximately 700 million dollars, 
about 6.5 per cent of die total cash income of fanners. In 
magnitude these figures were probably not excessive, rela.- 
tively to total non-fann debts and to the position of die 
fanner in die national economy.'-^ Farm moitgage debt, the 
most important element of total faim debt, amounted to 
about 9,250 million dollars in 1929. widi interest payments 
of about 550 million dollars. 

An extensive discussion of the fann debt problem is not in 
order here. "We are hiterested in it only in relation to die 
changing level of agricultural prices. The importance of this 

These tigures differ, of course, froui chose gi'vea at earlier points for tlie 
smrciiasing pocver of gross fann income. 

rs Ease^i iJivsn esihnaSes of the National Industrial Conference Board: Ccr.- 
ii-r<r::c<r ii.'.rrd Febrtiaiy so, 1955. “Debt and Its Bitiden." 

rr^he total xulne of agriatlcural production in iqsq (gross income of 
fannersl wns abont 17 per cent of the total mine of all finished gtx’ds; the 
xeceiots of fanners, less cash ontiay on production, constituted about o per 
cent of the total retrdl value of consumers' goods. 
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relationship is suggested by the long term of the average 
farm mortgage— 25 to 35 years, or more.*' Such a fixed long- 
tenii debt charge may be a major obstacle to readjustment 
during a period of changing commodity values; for reduction 
of tlie total income with falling prices would tend, of course, 
to raise tlie percentage of net income required to meet such 
fixed obligations. 

Precisely this happened during the recession of 1929-32. 
Total interest charges, which amounted to approximately 
G.5 per cent of the total cash income of fanners in 1929, 
constituted 13.6 per cent in 1932. If ice lump togetlier taxes 
and interest charges ice have a composite of relatively fixed 
charges which made up 2.J.5 per cent of total cash income in 
1932, as against 12.3 per cent in 1929. Falling prices and a 
fixed burden of taxes and interest were tico millstones be- 
tween ichich net fami income icas compressed. 

Tiiis situation is a phase of one of the major problems 
faced by an economy such as ours today, in ichich heavy fixed 
obligations co-exist icith a monetari- standard that fluctuates 
in terms of commodity values. The situation on both sides is 
highly comple.x. A price level is an average of many diverse 
values. Identical price levels at tico dates are almost certain to 
represent quite different combinations of constituent prices. 
On tile other hand, the debt burden existing at a given time 
is made up of innumerable individual obligations, incurred 
at various times ('and thus at various price levels) and ex- 
tending for varying future periods. Moreover, the individuals 
icho must meet capital diarges and current interest charges 
on their obligations receive incomes from many sources. A 
given variation in the price level will affect their debt-paying 
abilitv in hishlv diverse wavs. 

’’ D. L. IVickeiJ, “ParniO-Iong^^e CrcdlC"; Teck^.'.ccl Biilletir. So. :.SS, 
U. S. Dcpartmeni o: Apriculiure, February 1935, p. 3. 
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Because of these complexities, the limitations attadiing to 
the use of all averages are particularly impoitant in dealing 
■u'ith pi'ice level cJianges in t'clation to debt cltarges. This 
applies with special force to the farm debt situation seated 
by the recession of 1929—33. A restoration of the pre-reces- 
sion price level ironld not necessarily correct die inequities 
created by the fall of farm prices and farm income. Only if 
the precise price and income relations of die pre-recession 
period irere restored ivould diese numerous and diverse in- 
equities be corrected— and sucli restoradon is inconceivable. 
Agnin, the restoradon of die per unit ptircliasing poiver of 
individual agricultural products to the level of any previous 
date ironld not necessarily restore die debt-paying capacity 
of farmers, for sucli purdiasing poirer is measured in terms 
of relations between tivo sets of current prices. The earlier 
ratio might be restored irith total money incomes far beloir 
diose of the earlier date. And debt-paying ability depends 
upon total money incomes. 

Advancing farm incomes and considerable reductions in 
the aggregate amount of interest charges payable by fainiers 
had greatly eased the fann debt situadon by 1935. The actual 
reduction in interest payments between 1929 and 1935 
amounted to 270 million dollai-s. The propordon of total 
cash income devoted to interest pa)Tiients fell from 13.6 per 
cent in 1932 to 5.7 per cent in 1935 (die 1929 percentage 
ivas 6.5). Interest and taxes togedier required 11.1 per cent 
of total cash income in 1935. as against 24.5 per cent in 1932. 
and 12.3 per cent in 1929. These figures (idiidi are esdniates 
of the U. S. Department of Agriculture) provide furdier 
striking evidence of die improvement three yeai-s had 
brought in die position of famiei'S. 
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Recent Changes in the Prices of Agricueturj\l Products, 

IN Rel.\tion to Their Pre-War Purchasing Power 

One of the most revolutionaiy features of the recover)' 
program was tlie legislative declaration (in the Agi'icultural 
Adjustment Act) of a policy to establish and maintain the 
purchasing power of producers of important agricultural 
products upon a level equal to the a\'crage prevailing from 
August 1909 to July iqiij. (For tobacco the level of pur- 
chasing pou'cr set as standard was the average of August 
1919-July 1929.) Combined with this was a declaration of 
intention to protect consumers through limiting the per- 
centage of consumers’ retail expenditures for agricultural 
commodities, or products derived therefrom, to the percent- 
age that was returned to the farmer in the prc-^V^^r period, 
August 1909-July 1914. The ‘purchasing power’ referred to 
in the Act was the average per unit purchasing pou’cr of farm 
products, measured with reference to the prices paid by farm- 
ers for commodities used in production and family main- 
tenance. 

Here was an unprecedented move, an attempt to ‘establish 
and maintain’, within a price system the chief elements of 
which arc uncontrolled, a constant set of relations bcfwecn 
the prices of two major classes of commodities— those pro- 


Soil Con'crration .Act, v.hicfi vas enacted on March i. after the 
voiding of the .Agriailtural Adjn^tmcnt .Act hy tire Supreme Court, sets up 
an income standard of parity, rather than a jiarity ha'cd on price relations. 
Tltis objective, tchich supplements the general ptirpo<c of soil cotiscnation. 
is the rc-establishmcnt of the ratio bctuccn the purchasing potver of the 
net income per persoti on farms and that of tlic income [)cr person not on 
farms that prevailed during the five-year period, .August ip-rg-Jiily ipi-!. 
This ratio is to be rc-cstablisbcd at as rapid a rate ns the Secretary of .Agri- 
culture considers praaicablc and in the general public interest. In interpret- 
ing the .Act, Secretary AVallace has stated that production control of individual 
farm commodities is not possible under the irevv plan, and that therefore it 
may not be feasible to obtain exact parity of prices on. a pre-War basis. 



gressive improvement of tlieir status that would be promised 
them by tlie tendencies cited. 

In setting a definite exchange ratio between two classes 
of goods, no allowance was made, of course, for changes in 
their costs of production. Here we lack definite and com- 
parable information. It is certain that real production costs 
have fallen markedly in manufacturing industries over the 
last tivo decades (i.c., that productivity has increased),’® but 
very substantial reductions Iiave also occurred in the per unit 
cost of producing important agricultural staples. During the 
last twenty years productive technique in agriculture, in 
wliich improvement lagged far behind manufacturing in- 
dustries during the first stages of the industrial revolution, 
began to catcii up. Tlie movement has been spotty, and many 
producers have failed to take advantage of it, a fact which 
accounts for much of the agricultural distress of the first 
post-War decade, but the gains in many fields of agricultural 
production have been striking.'” Such changes in production 
costs may not be ignored in seeking to define desirable rela- 
tions between agrindtural and other producers. 

\'arious other considerations bear on the general proposal 
thus to crystallize a set of exchange relationships, as well as 
on the choice of a base period. The products of agriculture 
are not, in general, subject to modifications in quality, as are 
certain of the important industrial products for which they 
exchange. This modification may be in the direction of 

IS Cf. Economic Tendencies, pj). 192 ff., 2S9 If., nnri finlletin 55 of the Xa- 
tional Bureau of Economic Research. 

ri* Cf. E. G. X'our'^c, ‘■.Nirriailnire", Recent Economic Chnn^e^, II, 557-002; 
O. E. Baker, ‘■.\;5riciiltiiral and Forest Land", Recent Social Trends, I, 90- 
121; O. E. Baker, "Population Trends in Relation to I.^nd Utilization”, 
Proceedings of the International Conference of .Agricultural Economises, 
2nd Conf., 1930 pp. 2?4-5o6: L. O. BcrcaK, "Labor Requirements of Farm 
Produces", .'igricxtUnrnl Economies Rihlingralihy Xo. 26, 1929, U. S. Depart- 
ment of .Agriculture. 
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poorer quality, bttt in g^eneral industrial producLs have been 
marked by improA'cments. This has been notable true of 
automobiles and mechanit'al agr'icultural equipment. A con- 
stant ratio of the prices of agricultural and industrial prod- 
ucts, under these conditions, tcould mean, in fact, a steadv 
adtunce in die real purdiasing power of agricultural prod- 
ucts. A restoration of the price relations of 1909—14 would 
mean the establishment of excliange reladons more favorable 
to agi'iciilture than tliose then prevailing. More rapid reduc- 
tion of production costs in iiidusuy would, of coiu'se, ivork 
in the other direction. 

Equally important icidi the points suggested above tras die 
failure of the Act to take account of actual and potendal 
chang-es in consumer demand. Quite ap.art from possible sub- 
stantial changes in demand arising from the substitution of 
synthetic pinducts for agTiculiural products (e.g.. the use of 
rayon in place of cottonk a gi'oiv'ing share of the consumer's 
dollar is absorbed, widi adv.ancing living standards, by 
highly fabricated products and luxuiw goods. A diminishing 
pordon is .spent on foods and on the staple articles of cloth- 
ing that are primarily products of agiiculture. This move- 
ment inav be paralleled, indeed, by a shift in food-consuming 
habits as light urban occupations increase in importance, 
relatively to the heavier tasks of direct production, whidi. in 
turn, rends to loiver the consumpdon of the primary prod- 
ucts of agTiculture. 

The ignoring of these rarious tendencies in die setting of 
a definite ratio of exchange, the restoration and maintenance 
of iv'hich ivere defined ns the objects of administrative policy, 
would, presumably, have generated economic diniciildes had 
the Act been enforaed over a long period. Attendon should 
be called, in addition, to the difficulty of holaing constant, 
among a complex and evei'-clianging set of rariables. one 
specific relationship. .An almost infinite number of forces. 
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noted, one initiated prior to tlie passage of die Agricultural 
Adjustment Act, one s)iiclironizing widi die 1934 summer 
{Foottwtc ~o coiwhidcd) 

PRICES RECEn^ED BY FARMERS AS PERCENTAGES OF PARITY 
PRICES UNDER THE AGRICULTURAL ADJUSTMENT ACT, 

1933-1935 

{August i^o^Juty igi^=ioo) 
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33 
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92 

source: Department of .Agriailture. monthly mimeographed release 

on “ 

Aver- 


age Prices Received by Farmer for Farm Products, M'itli Comparisons", 

* Adjusted for seasonal variation. 

** Parity price based on inde,x of prices paid by fanners for commodities 
bought. 

f Paritv price based on index of interest, taxes, and prices paid by fanners, 
if For tobacco and potatoes, parity prices are based on tlie period, August 
I9i9“jiily i929=ioo- 



PRIMARY PRODUCERS 
Summary 
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Tlie effect of rece5sion and recovery upon the economic 
status of any group of producers is conditioned bv a host of 
factors, some of transient importance, some nrmlv rooted 
and enduring. Productive capacity when the recession begins, 
stochs of goods, the character of the market (domestic or 
foreiE^n. composed of final consumers or fabricators), the 
elasticity of demand— tliese are some of the obvious condi- 
tions affecting die severity of the strains of recession and the 
ability of any group to meet diem. Of p.arriciilar importance, 
as circumstances affecting die elasticity of supply, are the 
degree of coherence among the members of the producing 
group in question .and tlie degree of control over supply that 
they exercise. Related to all these factors is die reladve free- 
dom of die prices of the products c>f this group, the degree 
to iv'hich diey are free to respond to m.arket forces of demand 
and supply. 

^Yith iMsnect to these conditions there are imoortant dif- 

^ A 

ferences among primam* producers, but the group as a xchole 
possesses certain distinctive attributes. Producing units me 
more numerous and more i\idely scattered than are members 
of other maior producing groups, and among them is less of 
the coherence diat maJces possible common economic action 
in die face of am emergency'. One result of this (amd of other 
conditions as well) is that producers of raw materiaJs exer- 
cise a relatively ioiv degree of control over supply. Supply is 
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relatively inelastic, in the face of changing market condi- 
tions. Again, a very large proportion of raw materials is pur- 
chased by producers, and only a relatively small proportion 
is ready for sale to final consumers. The demands of such 
producers, particularly those engaged in the fabrication of 
capital goods and of durable consumption goods, are no- 
toriously irregular. Fluctuations in final demand are re- 
flected in accentuated form in the jiurchases of materials by 
intermediate fabricators. In the markets for raw materials in 
general, then, we find rather extreme movements of demand 
(shifts in the positions of demand cunes, as well as shifts 
along demand curves) and relatively inelastic supply, with 
keen competition among producers unable or unwilling to 
act in concert or to reduce their individual production in the 
face of falling demand. 

Price movements reflect these conditions. Changes in de- 
mand, with relatively inflexible supply, lead to wide varia- 
tions in the prices of raw materials, over time. Such fluctua- 
tions arc the more notable because of the relative stability of 
many other elements of the price system. Price control 
through public agencies, price agreements among producers, 
price maintenance through trade marking and branding, 
price stabilization through combination and monopoly have 
been characteristic of modern political and industrial de- 
velopment, Over tvide areas of the economic system price 
rigidities have prevailed and price freedom has been cur- 
tailcd.^- It is true that markets for raw materials have not 
remained entirely free. The period just preceding the reces- 
sion tvas marked by numerous valorization efforts, through 
which the prices of materials were pegged at stated levels. 
But difficulties of many sorts, some antedating the world re- 
cession, terminated these efforts. In the main, price freedom 

-2 Cf. Economic Tendencies in the United States, pp. 323-32. 
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has persisted in die markets for raiv materials to a greater 
clegree dian in any odicr part of die price system. This fact 
is directly pertinent to the story of recession and recovery in 
the prices of primary products. 

All these statements relate to average conditions aiiioiio- a 
rather heterogeneous group of primary producers. There is 
some logical justification for treating this group as a unit, in 
contrasting its fortunes ividi diose of groups engaged in 
manufacturing operations, or in other economic activities. 
Yet there are marked differences among different classes of 
primary producers. It is not true of lumbering and mining 
interests diat only a loiv degree of control is e.xercised o-ver 
current supply. It is not true that all raiv mineral products 
are marked by a high degree of price freedom. Indeed, oper- 
ating conditions vary considerably for different classes of 
farmers and in different sections of die country. The condi- 
tions noted, then, are of the nature of statistical ai'erages, to 
ivhich diere are notable exceptions. Attention has been 
draivn to die nature and magnitude of these exceptions in 
various sections, in ivhich figures for different classes of pri- 
mary producers ha\’e been given. 

Because farmers stand in a disdnetive position among pri- 
mary producers, and because price and production changes 
among farm products W'ere of dominant importance in the 
raw material situation during recession and recoi'er)', the 
fortunes of fanners have been discussed as a gxoup apart, as 
well as in combination with other primary producers. Lack 
of coherence among producers and inability to secure com- 
mon action in controlling production or regulating prices 
arc pronounced among fanners. Also, many non-business 
considerations persist in die conduct of fanning operations. 
Finally, the relative inelasticity of domestic demand and 

The dcurcc of inelasticity of demand for seven important farm products 
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producers. In tracing and appraising this recovery on the 
price side, to the end of 1935, it is convenient to distinguish 
five periods, during each of tvliich fairly distinct forces tvere 
at work. 

a. Five months, Fcbruar}- i933-Jidy 1933 

Proliibition of gold payments and embargo on e.xport of gold 
and silver, March 6. 

Emergency banking bill passed, .March 9. 

Signing of .Agricultural .Adjustment .Act, with provision for 
processing tax on farm products and credit expansion rider, 
.May 12. 

Rejection of monetary stabilization program of London Con- 
ference, July 3. 

b. Ten months, July iQSS-Mtty tQS-} 

Drafting and enforcement of codes, under the National Indus- 
trial Recovery .Act (signed June 16). 

Establishment of government market for gold; progressive ad- 
vance in price of gold begins, October 25. 

.Approval of silver-buying program. December 21. 

Reduction and stabilization of gold content of dollar, January 
3J- 

c. Four months, .May J93.j-Septcmber 193,} 

Drought in the farm belt. 

d. Eight months, September i93.j-May 1935 

Continued operation of industry under the codes of fair 
competition, ended by Supreme Court decision of May 27, 
J935- 

e. Seven months. May 1 935-Dccember 1935 

Continued operation of agriculture under A.-V.A, ended by 
Supreme Court decision of Januarv- 6, 1936. 

Of course, the items listed under each caption do not by 
any means exhaust the forces in operation over the period 
in question, but they suggest the major factors. Substantial 
gains were recorded in the fortunes of primary producers in 
the first and third periods. Tlie first phase covers the initial 
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spuit diat follo^ved die cliecking of die banking' crisis and 
the departure from die gold standard. Action on die mone- 
tary front seemed to be die energizing influence during diis 
stage. The second period iras dominated by die initiation 
and enforcement of die industrial codes. Costs and prices 
advanced in manufacturing industries, and die striking' gams 
scored by primary products in die first rush of recox ery xvere 
reduced. It is tine diat action on the monetary front con- 
tinued during diis second stage. A gox'ernment market for 
gold xvas established, die price of gold xvas progressively 
raised, and action affecting silver 'ivas begun. But die price 
lex’el shoived only a slight change, and die incidence of price- 
raising forces ivas definitely shifted from die depressed rair 
matei'ials of industry to fabricated products. 

In die diird phase die drought xs'as die dominant factor. 
Potential supplies of crops and of animals irere shai'ply re- 
duced. Previous actions under die Agricultural Adiiistment 
Act had. of course, contributed to such reduedon, but in mag- 
nitude these '^vere dxvarfed by the drought. A netv fillip was 
given to agricultural prices, and a cliain of events xras started 
diat affected die prices of animal products long after die 
drought itself had become history. 

There xvas no clearly dominant force during die fourth 
phase, -ivliicli extends to the end of die operations of die 
NRA. Raxr animal products experienced a price rise, as die 
effects of shortages xvere felt. Raw materials as a class im- 
proved dieir position relatively to manufactured goods, but 
die g'ain xvas slight. Neidier on die industrial nor the mone- 
tary front xvas any acdon taken that materially affected eidier 
the level of prices or die relations among major commodity 
groups. In the final period, from May 19^,5 to die end of the 
year (in fact, to the end of operations under the A.TA.. iv hicli 
xvas declared void on January 6, 1936), minor losses xrere 
suffered bv primary' products. In December 1935 die prices 
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of raw and manufactured goods stood substantially in the 
relations that had prevailed after the drought of 1934. If the 
story be canied througli the first months of 193G no further 
changes in these relations arc to be observed. 

Any brief summary of the conditions existing during the 
recovery of 1933-3G does .some violence to the facts. Many 
forces were acting upon the economic system. Recognizing 
that we are, in some degree, oversimplifying a complex situ- 
ation, we have selected for emphasis certain main forces 
operating during the several periods distinguished. Monetary 
factors and related psychological elements contributed to the 
first gi'cat rise, while actual and impending scarcity of farm 
products promoted the advance in the third period, the sum- 
mer of 1934. Over the entire phase of recover)-, supporting 
the prices of raw materials and supplementing the specific 
factors making for higher prices, the influence of improved 
consumer demand tvas felt, as it worked backward from the 
final markets for finished products. The net result of all 
these changes was to elevate rav.- material producers well 
above their depression lows, with respect to both the per 
unit worth of their products and their total income. In ag- 
gregate purchasing power these producers stood in the early 
summer of 193G fairly close to other major producing groups, 
but still below the pre-recession level of well-being. This 
aggregate return was secured through a physical output rela- 
tively higher than that of manufacturing industries, a real 
per unit value relatively lower than that of manufactured 
goods. 



CHAPTER VI 


MANUFACTURING INDUSTRIES IN RECO\TRY 

Ix THE endless round of activities diat make up economic 
life all economic agents are both buyers and sellers— buyers 
of goods for consumption, fabrication or sale, buvei-s of 
services for personal or business use, seders of goods or ser- 
vices to be used at some stage of die productive-distributive 
process. All economic agents, dien. stand befireen die shears 
of buying and selling prices, and are affected by unequal 
clianges in diese two sets of prices. Yet die consequences of 
unequal clianges are brought home most immediately to tiro 
business groups— merchants and manufacturers. For diese 
gi'oups buidng and selling price relations take die form of 
definite margins, price differentials reladng to a specific unit 
of die commodities handled. 'iN'lien die connection is less 
direct, as betireeii wage earnings and living costs, or faian 
income and ai'erage cost of goods purcliased by farmers, die 
ultimate economic consequences of unequal changes may be 
no less important. But because die comiection is less direct 
and obidous, die economic repercussions of shifting relations 
are likely to be less certain and less sharply focused. The 
phvsical processes of die economy may be expected to reflect 
price movements most immediately, and in the most direcdy 
measurable ivay, in the actiUties of merchants and manu- 
facturers. These acdvities are far more directly modwited by 
specific price relations dian are die actiUties of other classes 
of economic agents. In mercliandising and manufacturing 
the calculus of business, ichicli is a profit calculus, may be 
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applied on a iinil basis, and corresponding action may be 
promptly taken to modify the number of units handled. 

By virtue of thus standing midway in the stream of trade 
that flows from original producer to final consumer, and of 
buying and selling on a strictly business basis, manufacturing 
industries possess certain distinctive attributes which affect 
their activities during the cyclical fluctuations of business. 
But other circumstances contribute to the operating charac- 
teristics of manufacturing enterprise. Relatively heavy in- 
vestment in plant and equipment is a condition of operation 
in nearly all manufacturing industries. Fixed overhead 
charges are an important clement of total costs of produc- 
tion. Substantial changes in volume of goods produced may 
bring very considerable variations in cost per unit, because 
of the necessity of dividing a fixed total of overhead charges 
among a varying number of units. Such overhead charges, 
too, arc tisually difTicult to adapt to changing monetary val- 
ties, because they may rest upon fixed, contractual claims. A 
sharp fall in prices may thus bring considerable advances in 
the real burden of overhead costs, just as a sharp price rise 
may lower the real burden of overhead. This circumstance 
has gained in importance in recent years, because of the 
growth of fixed charges in manufacturing with the increased 
use of equipment and non-human power.’ 

J In i8pg ovcrhc.Td costs pins profits roiistitnictl approximately spR per cent 
of the sellinfj jtrifc of cacli unit of mannfactnrcd goods produced in tlic 
United States. The correspondin" figure in 1929 was 2S.8 per cent. 

The increase of capital investment iti mannfactiiring industries is of im- 
portance, in connection with the problem of TCadjnstmcnt under conditions 
of recession and depressioti, primarily because it involves an increase in the 
relatively fixed ohlifpitions of mannfacluring enterprises. (When the capital 
investment is based upon a loait, the obligation is definitely fixed. "When 
financed through .stock isstte. or effected through Investment of stirplus, 
the obligation is less rigid, but it may nevertheless be a strong influence 
upoti a board of directors, striving to maintain an established dividend rate.) 
This is a phase of a problem trith numerous ramifications. Chatiges in the 
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The point last made is a phase of a broader condition af- 
fecting the activities of manufacturing enterprises. The dif- 
ferent elements contributing to tlie final selling price of 
manufactured products (i.e., labor, material and overhead 
costs) r'ary greatly in tlieir sensitivity to the diverse market 
and monetary forces drat affect the values of goods and 
services. In part, diis is a reflection of the varying flexibility 
of drese price and cost factors.- In part, it reflects differences 
in die degi'ee to which forces impinging upon die price sys- 
tem from die outside (e.g., monetary forces) affect die ele- 
ments of that system. This is in some degree a matter of 
original incidence, in some degree a question of varying 
institutional frictions. All diese factors interact to yield a 
system of prices and of costs among manufacturing industries 
diat is marked by extreme differences of behat’ior, especially 
during a period irlien I’olume of production and monetary 
values are undergoing \rolent changes. In die fact diat the 
elements of diis system differ widely in their poirer of adap- 
tation to dianged circumstances is found a major cause of 
economic confusion and retarded activity after a severe 
business recession. 

The possibility of fairly rapid changes in die productivity 

capital stnictiires of industrial establishments doubtless affect the financial 
and operating polidcs of management in many iraj-s. The mental reactions 
of boards of directors to dianges in balance sheets and income accounts are 
involved, as -ircll as the phpical and monetary problems arising directly out 
of heavier capital investment. 

The Jiqnidity of fixed capital, in the sense of convertibility into money, 
is perhaps soraeu-hat loner, as physical plants become larger, more durable 
and. in some respects, more specialized in tlieir uses. But sudi liquidity n-as 
never high. 

e The term flexibility is heic used in the tedmical sense in whidi it defines 
the relation between a relative change in price and a conesponding relative 
diange in ph\-sical quantities. The coeffident of flexibility of price is a 
measure of the same type as tlie coefficient of elastidty of demand, except 
tliat it is derived from an equation in whidi price is the dependent r-ariable. 
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haps not generally appreciated. Tims tlie records indicate 
that from 1921 to 1923 tlie output of manufacturing indus- 
tries in the L'nited States, per wage earner employed, in- 
cxeased 14,8 per cent. This gain represented, in considerable 
part, the realization of nets' productive opportunities opened 
up by the use of metliods and equipment installed during 
the recession and depression immediately preceding. (The 
apparent g-ain in per capita output from 1919 to 1921. m 
manufacturing industries of tlie United States, ts'as 0.8 per 
cent.^ The real effect of new installations ts'as felt durins: tlie 
ensuing two years.) The gain from 1921 to 1923 is tlie more 
striking in tliat 1921 was a year of depression, when tlie less 
efficient equipment teas presumably idle, -while 1923 -was a 
year of gi'cater activity, ivhen all grades of equipment -srei'e 
more generally employed. The possibility of rapid dianges 
in the productivity of manufacturing industries, stimulated 
by the pressure of depression, of high productive costs, of 
strong competition, or by the promise of wide markets if 
costs and prices mav be substantially reduced, is a dpiamic 
factor of tremendous importance in the cost structure of 
industry. Here, under modern conditions, is a force that 
mav bring wide shifts in price and cost relations in manu- 
facturing industries tvithin a short period.® 

■t ^^e^>sln■el^lents of per rapif.i output are not accurate indexes of industrial 
productiritv during peiiods when hours of work are being altered. Part ol 
the true gain in preductmty from ic)ip to ipsi is not shown by these figures, 
because of the reduction of working hours in ipsi. An increase of working 
hours from 1021 to 1025 leads to an opposite error, of over-statement, for 
this period. The actual gain from loip to 1923 was probably dose to that 
shown bv the figures cited, but the increase in productivity was greater 
from loiQ to 1021 and leas from 1921 to >925 than the per capita measure- 
ments indicate. 

Productiritv changes in single industries are more striking than the .arerages 
for all manufacturing industries. Some examples are cited below; 

(Fooinpie ^ conrJtt.dcd on p. :po) 
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Finally, we should note the place of manufacturing indus- 
tries in the domestic economy of the United States. Of 
approximately 44 million persons gainfully engaged® in the 
United States in J029, slightly more than 10 million, or 23 
per cent, were engaged in manufacturing industries; in the 
same year 23 per cent of the total income paid out (18 out 
of 79 million dollars) came from manufacturing industries. 
These industries, of course, are of central importance as em- 
ployers of labor, consumers of domestically produced raw 
materials, and disbursers of purchasing power. Disorganiza- 
tion and subnormal activity in manufacturing affect all other 
elements of the economic system. 


Pkoiu-EMS or Rrcovrav in MANurAcnuiUNC lNDUSTRir.s 

The condition of manufacturing industries, after the de- 
cline that began in 1929, was discussed in Chapter III. Four 
years of price recession, paralleled by a somewhat broken but 
still more severe drop in volume of production, left these 

(f'aolrwtc s concluded) 


ciiANGi; IN ourruT run uorki.r, 1919-1923 {per cent) 


.Sugar, beet 

+58-5 

Explosives 


Oilcloth 

+51-3 

Iron and steel, blast furnaces 

+.5 1-3 

Coke, not including gtis-housc coke 

-f'jO.O 

Sugar, refining, cane 

+.590 

Rubber products 

+.1S.1 

Ice, manufactured 

+-M-1 

I’ctrolcum, refining 

+•12-1 

Condensed and evapontted milk 



'■•This figure, wliicfi is Iiasccl upon cstiin.itcs mafic in the study of national 
income, includes employed workers and cnlrcprcncui-s actually participating 
in productive activity. The number of persons partially employed is reduced 
to an equivalent number of fully employed. The total given is smaller than 
the Census enumeration of persons gainfully occupied, which includes all 
persons who usually follotv a gainful occupation. 
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iiidustiies iii. a position of extreme difficulty in the irinter of 
^93~~33* Activity ■was at a low ebb. The volume of output 
^vas barely half of tliat produced prior to the recession. The 
drastic decline of commodity values brought painful pr'ob- 
lems of readjustment. The buying prices of manufacturers 
(costs of materials and supplies) fell to low levels, but there 
were numerous obstacles to the prompt adjustment of sell- 
ing prices to these levels. Long-term commitments affecting 
rental and interest payments, salary and "wage scales fixed by 
agreement or long-established custom, the effect upon man- 
agerial minds of tlie increase in overhead cltarges assessable 
to each unit of tlie reduced output of manufactured goods, 
and other obstacles grooving out of human reluctance to 
recognize and accept the implications of the change in the 
value of the dollar all served to retard readjustment in tlie 
field of prices. The effects of these changes tvere felt tlu'ough- 
out die economic system, intensifying odier elements of 
economic distress. The decline of manufacturing employ- 
ment, the fall in manufacturing pay rolls and die curtail- 
ment of dividend papnents sharply reduced die purchasing- 
power of those drawing dieir incomes from manufacturing 
industries. The failure of the prices of manufactured goods 
to drop equally trith those of raw materials and -wdth die 
incomes of primary producers meant diat the purchasing- 
power of primai'y producers ivas reduced, in die markets for 
nianufactured goods. The volume of ti-ade and die standards 
of living of important elements of the population irere in- 
evitably lo-ivered. 

Our immediate concern is ivitli the course and diaracter of 
reco-i’ery. as it affected the manufacturing industries of the 
United States from die early months of ipgjf, to the spring 
of iqgG. The problems of recovery in diis sector of the eco- 
grciv, in part, out of the paiticulai situation 
left by recession, in part out of the inherent attributes of 
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tional costs the obvious remedies for die difficulties of 
manufacturing producers. 

But behind die radier naiTOH' problem diat presented it- 
self to the individual manufacturer lay die ivhole tangled 
situation diat grei\’ out of die preceding expansion and re- 
cession. Iiitergroup trade had been seriously impaired by 
the unei'en incidence of recession, iridi die prices and pur- 
chasing poiver of primary producers fallen to abnormally loiv 
lei’els and irith die prices of manufactured goods so high, 
relatively, as to preclude a normal volume of sales. Evidence 
provided by die persistent unemplopnent of producdve fac- 
tors, by die reduced volume of production and trade, by die 
rapidity and violence of the clianges diat had brought about 
this situation indicated that these price relations represented 
true disparities, radier than permanent shifts in pre-existing 
relations. Correction of diis sdiism dirough die raising of 
raiv material prices relatively to die prices of manufactured 
goods seemed to be a necessary condition of restored activity. 

This problem was related to matters of anodier sort, hav- 
ing to do widi industrial productivity and production costs 
in manufacturing industiaes. Lower costs offered a means of 
■widening the profit differential and increasing the sales of 
manufacturing industries. The pressure toivards gi'cater effi- 
ciency and reduced production costs iras unremitting, under 
die stress of depression and during die first stages of recovery. 
But diis -was not merely a problem of producdve technique. 
Costs irere high, in part, because of die heritage of overhead 
charges from die days of high prices and hectic plant expan- 
sion that preceded die recession. The cutting of diese charges, 
as ivell as die improvement of teclinique and die stepping-up 
of the pace of plant activity, was entailed in die reduction of 
costs. 

Price readjustnieiit, ividi a reduction of die disanpancies 
betiveen die prices of raiv and processed goods, die increase of 
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productivity and the lowering of fabricational costs— these 
Avere promising possibilities in the direction of recovery for 
manufacturing industries. From these there might be ex- 
pected an enhancement of the purchasing power of primary 
producers, a pick-up in the volume of intergroup trade (i.e., 
between primary producers and manufacturing groups), and 
increases of employment and of the wage and dividend dis- 
bursements of manufacturing industries. 

In this general program were several sets of possible con- 
ilicts. The degree to which employment might increase Avith 
an increase in the output and sales of manufacturing indus- 
tries depended, in jxirt, on tlie degree to Avhich productivity 
had adAanced in these industries. For increasing productivity 
Avould, in its lirst impact, Avork against expansion of employ- 
ment. Rater, the loAver costs and loAver prices that enhanced 
productivity might bring Avould be expected to stimulate 
employment. Again, heavy Avage disbursements on the part 
of manufacturing industries Avonld augment the purchasing 
poAver of their employees, and thus stimulate general recoA'- 
ery. If such disbursements, hoAvever, entailed advances in 
labor costs per unit of goods produced, this Avould be in 
conflict Aviih the reduction of costs i-cquired to bring the 
relatively high selling prices of manufactured goods into line 
As’ith general jjriccs. In folloAving the actual course of re- 
coA'ery attention must be git’en to these possible conOicts. 

The problems avc have mentioned are mainly, of course, 
those that arise after any recession that has altered the pre- 
existing conditions of activity. They Avere acute in 1932 and 
1933 because of the exceptional scA'crity of the recession and 
because of certain unusual characteristics of the preceding 
period of e.xpansion. In addition, some altogether novel is- 
sues arose out of the administration of the recoA’ery program. 
To a greater degree than in any previous depression in our 
history a conscious program, directed tOAvards the correction 
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exchange for a constant quantity of manufactured goods 14 
per cent more, by ^'o]uIne, liad to be given by primary 
producers in 1929 than in 1913. Subsequent changes with 
reference to the 1913 base are thus more pronounced than 
when measured on the July 1929 base. The final records for 
June 193G indicate that the jirices of raw producers’ goods 
were 4 per cent above their pre-War level, the prices of manu- 
factured goods 28 per cent above that level, while the ratio 
defining exchange relations was 1.23. The wide disparity of 
the icintcr of 1932-33 had been reduced, but the prices of 
these two classes of goods ivcrc still far removed from their 
jne-War relations. 

These changes in the relations between the prices of raw 
producers’ goods and the prices of the manufactured goods 
into whicli they enter are the more striking ichcn compared 
with the shifts during a period of similar length prior to 
the ^Var. Between 1891 and 1913 the prices of raw producers’ 
goods in wholesale markets rose, on ilic average, 23 per cent; 
prices of manufactured goods advanced 1 1 per cent. The 
ratio defining the excliange relations between goods of these 
classes declined from 1.00 to .90. That is, the volume of raw 
producers’ goods required in exchange for a constant quantity 
of manufactured goods declined 10 per cent from 1891 to 
1913. Between 1913 and June 193G this quantity increased 
23 per cent. The sustained pre-War tendency toivards a cheap- 
ening of manufactured goods, relatively to rate materials, 
stands in clear contrast to the post-'War tendency towards 
tlie cheapening of raw materials. 

In interpreting this apparent shift the limitations of our 
measurements must be kept in mind. To the extent that 
quality changes have occurred among the manufactured 
goods represented in the standard quotations entering into 
the price index numbers cited, these index numbers are in 
error. There have been such changes, with considerable 
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improvements in die quality of die finished goods bought by 
final consnmeis.' The difiicultv of evahiatins,' these improve- 
ments and securing series of prices for finished goods ti'uly 
comparable irith the prices of raw materials is a serious 
impediment to an accurate review of die chantfintj relations 
among producing groups. 

Striking as these quality cfianges have been for ceitain 
classes of goods, such as automobiles, there is no reason to 
believe that the quality of finished consmnei's' goods as a 
broad class was improved between 1913 and 1936 to a degree 
sufficient to offset the price shift noted. The exchange value 
of primary prodticts fell and that of finished consmners' goods 
rose betireen these years. The consequences of diis shift have 
been far readiing. 

Before attempting to appraise these movements tee should 
trace the incidence of I'ecoverv- in sometrhat greater detail, as 
it affected related groups of raw ptoducei's' goods and of 
processed goods. Measurements for cenain of these groups 
are given in Table f>”,. The relations bettreen the prices of 
pnoce.ssed goods and rate materials in the several grxurps. at 
the low point of the r'ecession. are perhaps most effectively 
summarized bv the ratios given with each set of comparisons. 
The greater the ratio, of course, the wider is the price mar- 
gin betiveen rare and proce.ssed goods and tire less favorable 
is the trading position of primary producers.® For crops and 

s Hc«; and elsewhere the ar^untent of this tnonograph proc-eevis on the 
assumption that the ‘txadincr padtion' of a produritce gnanp mav tx: defined 
in terms of relatire prices. For a fnllv acettrate definition of ttadinc position 
acconut should be taken of other factors ^such as prvxhicticity, aremge and 
inartfinal prodnedon costs, ■colnme ot production auii sales, etc.)- Btit price 
relations constitute a inajor factor in the fixing of trade ^’ositions. Changes 
in trading positions orer the relatiiisly short periccs corered bs a bn>iness 
cv-de are predominantly inFiuenc-cd by changes in price relations. Over 
longer periods changes in trading petition may not fxi so accuraieli defined 
in terms of relative selling prices. 
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TABLE 35 

CHANGES IN -WHOLESALE PRICES AFFECTING MANUFACTURERS’ 
PRICE MARGINS, JULY 1929-JUNE 1936 

Croi's, Animal Products and Miner.\l Products 



July Feb. July 

Oct. 

Afay Sept. Afny Dee. 

Apr. June 

^9 j 3 

RECF.SSION AXD RFXOVERY 
Crops 


'933 

'933 

'933 

'935 

'935 '936 193^ 

Producers’ raw 

100 

38 

60 

58 

O4 

St 

79 

7 ' 

72 

72 

Processed 

Ratio, processed 

100 

G5 

S2 

85 

SO 

89 

90 

90 

85 

84 

to raw 

Animal products 

I/K) 

1.71 

t.2.1 

I-I 7 

'•31 

t.io 

1. 14 

1.27 

1.18 

1.17 

Producers' mw 

100 

31 

.jO 

■13 

•15 

53 

7 ' 

7-1 

73 

O9 

Processed 

Ratio, processed 

100 

51 

G3 

C7 

70 

75 

82 

80 

82 

80 

to raw 

Minerals 

i.r>o 

>•59 

'•37 

'.56 

1.5G 

1„12 

1.15 

1,16 

1.12 

1.16 

Producers’ raw 

100 

70 

70 

80 

88 

88 

88 

90 

9 > 

90 

Processed 

Ratio, processed 

100 

So 

S2 

85 

89 

88 

87 

S7 

88 

87 

10 raw 

Metals 

1. 00 

1.1.} 

I.0S 

•99 

l.OI 

1,00 

•99 

•97 

•97 

•97 

Producers’ raw 

100 

83 

78 

79 

82 

82 

S3 

85 

85 

84 

Processed 

Ratio, processed 

100 

St 

81 

83 

90 

88 

87 

87 

87 

87 

to raw 

RECOVERY 

Crops 

1. 00 

1.29 

t.O.} 

1.05 

1. 10 

1.07 

1.05 

1.02 

1.02 

1.04 

Producers’ raw 


too 

172 

150 

1G9 

212 

20G 

186 

188 

188 

Processed 

Animal products 


too 

12G 

> 3 > 

132 

>37 

138 

139 

130 

129 

Producers’ raw 


too 

13S 

127 

13} 

>59 

212 

220 

217 

206 

Processed 

Minerals 


too 

>15 

122 

128 

138 

150 

>57 

150 

146 

Producers’ raw 


too 

] 10 

124 

126 

127 

127 

130 

130 

130 

Processed 

Metals 


too 

102 

loO 

112 

1 10 

108 

108 

109 

tog 

Producers’ ratf 


too 

123 

126 

130 

130 

>31 

>35 

134 

>33 

Processed 


too 

101 

104 

112 

109 

108 

108 

108 

108 
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aiiiniul products tlie ratios in Febniaiy 1933 are not far 
apart— 1.71 and 1.59. Producers of raw mineral products 
■were in a stronger position, witli a ratio of 1.14. After die first 
five months of stvift recovery, during -whiclr rat\* farm orops 
advanced 72 per cent in price, raw animal products 3S per- 
cent and i-ars- minerals 10 per cent, diese ratios rvere sub- 
stantially reduced. For rarr crops and animal products die 
next ten months rritnessed a reversal of diese moienients. 
'While the prices of raiv products lost groimd, or barely main- 
tained the July 1933 level, processed goods continued to 
adi'ance and die rados defining the exdiange relations be- 
tiveen raiv and processed goods rose. Only for minerals did 
the ratio continue to fall, reaching 1.01 in May 1934.® 

Four months of drought and crop destruction again re- 
versed die situation; the prices of raiv a'ops rose sharply and 
die ratio of the average price index numbei-s of processed 
and raiv crops, on the July 1929 base, fell to 1.10. In June 
1936 this ratio stood at 1.17. For animal products die inidal 
gain brought by the drought ivas mucli smaller, but drought 
and production limitation had important after effects. Prices 
advanced sharply in the early months of 1935. and most of 
diese gains ivere held. The price ratio of processed goods 
to raw materials, for animal products, ivas 1.16 in June 1936, 
as agninsc rallies of unity in July 1929, 1.59 m Febriiar}' 

iffSS- 

Still raeater alteradons occurred in die ratios betiveen the 
indexes of prices of processed products and raiv materials, 
ividi reference to a pre-'^\'nr year. The ratios in Table 36 
define die degi-ee of cheapening of raiv materials, in relation 
to die processed goods into ivhicli diev enter. They may also 

p The subgroup nieusuremcnts indicate that raw metals were still at some 
disadvantage, in May 1934. Xcn-metallic minerals are not listed as a separate 
division, since the raw and processed goods included in tliis cuecory are not 
strictly comparable. 
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T A n 1. 1: 3 G 

CHANGES IN WHOLESALE I’RICMS AFFECTING MANUFACTURERS’ 
PRICE MARGINS, 1913-193G 

CROI'S, AnIMAI. I’KODIJCrS A.VD Mint.rai. Froducts 



/!'/)’ 

Fch. 

July 

Oct. 

May Sept. May 

Dec. 

Apr. June 

IQI3 




1933 

1931 

1931 

1933 

1933 

1936 i 93 <i 

Crops 

I’rocliiccrs’ mw loo 

13G 

— 0 
.)*• 

90 

7 » 

KH 

1 10 

108 

97 

9S 

9S 

Processed 100 

•13 

93 

••7 

) 22 

123 

128 

129 

• 30 

121 

120 

Riilio, proc- 
essed 10 niw 1.00 

1 .05 

•-79 

•- 3 « 

1 .r,n 

1 -lo 

i.iG 

• -•9 

'•31 

1.23 

1 .2'* 

Animal products 

Producers’ niw hr) 

1,18 

no 

G8 


CO 

79 

toG 

1 10 

108 

103 

Processed itxt 

1G7 

9 ' 

•on 

1 12 

"7 

12O 

•37 

•13 

•37 

•33 

Ratio, pioc- 
essed to iinv 1 .00 

'-'3 

1 .82 

i-ni 

1.7S 

'•77 

'•n 9 

1.29 

• .30 

1.27 

1.29 

.Minerals 

Producers’ ratv too 

•35 

91 

•03 

1 iG 

>'9 

120 

"9 

1 22 

• 23 

• 23 

Piorcssed too 

•52 

122 

'2n 

130 

• 36 

•31 

132 

•32 

•33 

•33 

Ratio, proc- 
essed to lats’ 1. 00 

'•'3 

1 .30 

1.21 

1. 12 

1.1,] 

).t2 

i.i 1 

1 .08 

1.08 

1.08 

Metals 

Producers’ rate too 

128 

81 

100 

102 

•on 

• 05 

loG 

1 10 

109 

loS 

Processed too 

iG.) 

• 33 

•33 

*37 

•19 

•-M 

i-M 

'•13 

'•13 

•■13 

Ratio, proc- 
essed to 

ratv 1 .00 

1.2a 

i.G.i 

•-33 

*•31 

I. -12 

••37 

1.3G 

1.30 

•• 3 ' 

J.32 


be interpreted as measures of the changing physical quanti- 
ties of raw producers’ goods required in exchange for fixed 
quantities of the manufactured goods into which the given 
raw materials enter. Since the vicissitudes of the last seven 
years liave already been traced, our present interest attaches 
to the entries for the last months recorded. 

Reduction in relative value, with reference to the 1913 
base, was more extreme in June 1936 for animal products 
than for the two other main groups represented. In this 
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month 29 pel' cent more than in 1913, by volume, had to 
be given by producei's of raw animal products in exchange 
for a fixed quantity of the same goods in fabricated form. 
The corresponding figure for the loiv month of the depres- 
sion was 82 per cent. For farm crops a 79 per cent disability, 
in Februai'y 1933, had been leduced to one of 22 per cent. 
Among minerals the June 1936 ratio \vas 1.08 as against 1.30 
at the depression lov'. Raw metals, hon^ever, 'ivere much 
cheaper than minerals as a class, relatively to their processed 
forms. The June 1936 index was 108 (with 1913 as 100), as 
compared ivitlr 143 for processed metal products. The ex- 
change ratio was 1.32. 

The effects of recovery on manufacturing differentials 
among farm and non-farm products are defined more sharply 
in Table 37. We have already noted the v’idening of the dif- 
ferential betiveen the prices of farm products in raw and 
processed form during the recession. While processed goods 
fell 40 per cent, raw producers’ goods of this class fell 63 per 
cent, the ratio between the two increasing from 1.00 to 1.62 
between July 1929 and Februai'y 1933. Within tlie ensuing 
forty months the' prices of these raw materials advanced 97 
per cent; prices of processed farm products rose 39 per cent. 
The ratio betiveen them ivas reduced from 1.62 to 1.15. 
Here ivas a very substantial gain indeed. In contrast, the 
records for raw and processed goods not originating on 
American farms shon^ no such declines during recession, and 
much smaller advances dui'ing recovery. In June 1936 the 
index numbers for these t^vo gi'oups, on the July 1929 base, 
were 85, as compared -^vith 72 and 83 for ra^v and processed 
farm products. The ratio defining exchange relations be- 
t^veen ra-w and processed non-farm products ne^'er rose to 
the extreme heights found among agTicultural products. 
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sumcrs’ goods stood ig and 21 per cent, respectively, above 
the relative prices of the corresponding materials of fabrica- 
tion, the reference base being 1913. These ratios reflect the 
post-'W'^ar over-valuation of processed goods, relatively to 
pre-War standards. When tlie margins opened by the price 
changes of the recession are superimposed upon these earlier 
differentials we have very high ratios indeed, during the 
depression. In February 1933 the ratios were 1.65 and 1.77, 
respectively, for capital goods and consumers’ goods. By June 
1936 these had fallen to 1.2G and 1.3G— still substantially 
greater than in 1913. In terms of intergroup trade, the first 
of these ratios meant that producers of goods intended, after 
processing, for capital equipment, had to give 26 per cent 
more than in 1913, in physical volume, for a constant quan- 
tity of processed capital equipment. The other ratio may be 
similarly interpreted. Only very great shifts in relative pro- 
ductivity and in costs of production could prevent such 
changes from bringing important modifications in economic 
status. There is no evidence that such compensating shifts 
in productivity did occur, among the classes of goods cited.’® 
Breaking the second of these categories into foods and 
non-foods, ^ve have the last two sets of ratios shown in Table 
38. The divergence between the prices of unfinished and 
finished goods intended for human consumption has been 
most pronounced among non-foods. The persistence of rel- 
atively high prices for finished goods in the latter group has 
been the prime factor in this divergence. In February 1933 
the ratio for non-foods was practically double the 1913 value. 

50 Here, also, v;c should note that ad\-nnccs In the quality of finished goods, 
if account could be taken of them, would lower these ratios. An average 
unit of finished goods represented more in 1936 than in 1913, in terms of 
utility. For capital goods the gain in quality may have been .suffident to 
offset the price disadvantage of the primary producer; this could hardly 
have been true for processed consumers' goods. 
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ters of major importance today, trlien recoveiy is being sought 
under an intermixture of old and new conditions. Not all 
tliese questions may be answered definitely, but tlieir ur- 
gency justifies an attempt to cull from available data evi- 
dence relevant to these cenunl issues. 

This attempt has been made in preparing the measure- 
ments given in tltis section. Certain of tlie items are subject 
to a considerable margin of error, because of limitations upon 
the coverage of die original records utilized, or because of 
imperfect comparability of series draim from different 
sources. Recognition of diis mai'gin of en'or, of die type diat 
is present idienever representative data are employed, is 
necessary in using die detailed figures given beloiv. But die 
geneml consistency of die results secured leaies no doubt 
as to die substantial trudi of die evidence dranai from diese 
records. 

The records of recoven- are to be interpreted ividi refer- 
ence to die background of die preceding recession, as diis 
affected manufacturing industries. Over a period of less dian 
four years die physical volume of manufacturing produedon 
had been cut in half, die average selling price of manufac- 
tured products had fallen 3 1 per cent and die aggregate gross 
income of manufactiu'ing enterprises had been reduced al- 
most two-diirds. The number of employed -wage earners had 
fallen approximately 43 per cent, die average hourly wage 
had declined some 22 per cent and average earnings per wage 
earner had dropped 39 per cent. Total -wage disbursements 
of manufacturing industries had declined 65 per cent; tak- 
ing account of clianges in Ihing costs, this meant a loss of 
approximatelv 50 per cent in the actual aggregate piirdias- 
ing poirer of manufacturing labor. In no recent business 
recession have equal losses been suffered by manufacturing 
industries. The price decline of 1020-21 exceeded die drop 
of 1929-33. it is true, and in odier respects die first post-'i\ ar 
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recession was of a magnitude roughly comparable to the most 
recent decline. But in prolonged severity the recession and 
depression of 1929-33 have no counterpart in the economic 
records of recent years. Reflections of the drastic preceding 
recession v/ill appear in the movements of recovery', which 
may be dated from the early months of 1933. 

This recovery v/as spotty and uneven, probably less homo- 
geneous than any similar period of economic revival of which 
v.'e have record. Relief from the immediate fears engendered 
by the banking crisis, a series of developments affecting the 
present and anticipated value of the dollar, the prospect, and 
then the reality, of extensive changes in operating and mar- 
keting conditions growing out of the adoption of industrial 
codes, fundamental changes in the conditions affecting the 
issuance of new securities and the allocation of investment 
funds, the initiation of Federal expenditures for relief on a 
hitherto unprecedented scale— these follou-ed one another in 
rapid succession. Within three years the business 'climate’ 
undenvent a series of changes such as might normally have 
been spread over many years. These and other developments 
affected the shifting course of recovers- amons manufacturing 
industries betv.een February 1933 and the spring of 1936. 
The first sharp spurt, v/hich carried to mid-summer of 1933, 
v/as followed by a recession, extending to the end of 1933, 
a spring revival in 193.}, a set-back through tlie summer 
months, a recovery in the winter of 1934, a mild contraction 
in the spring of 1935, and a notable advance carrying into 
the winter of 1935-36. 

Some nexv factors were present in each of these periods, but 
the most notable differences separate the first phase of sharp 
expansion from the alternations of contraction and expansion 
that follow. These differences lie, partly, in the extent of the 
movements. The first recovery far exceeded in magnitude 
the up-tums that followed. Again, the first rise and the later 
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Yet these clifTerences are part of tiic data required for an ap- 
praisal of the codes and of the shifting currents of economic 
change from 1933 to 1936. 

For these reasons, then, we sliall break the period of re- 
covery here reviewed into tlirec phases— that covering the 
sliarp rise from February-March 1933 to June-July 1933, 
the period from the summer of 1933 to April-May 1935, and 
the phase from April-May 1935 to February-March 1930. 
Operation under the codes ceased, of course, following the 
Supreme Court decision of May 27, 1933. Since the turning 
points that mark off these periods of recovery arc not clearly 
to be located in one particular month, and since they do not 
coincide, in time, for all the series to be followed, the limits 
of the several pcriofls are set with reference to averages of 
mcasurenicms covering two months, 

Tfu; DATA, AND SOMtl MMITI.NG CONDITIONS 

The basic series from which all other measurements are 
derived, in tracing the changes of recovery, arc given in 
Table 39, in relative form. These scries arc based upon 
records of production, employment, pay rolls, hours and sell- 
ing prices relating to the operations of the major manufac- 
turing industries of the United .States. 

The general changes during the recovery phases distin- 
guished in Table 39 arc familiar. The first spurt of recovery 
carried all series upward, the advance of 45 per cent in pro- 
duction being outstanding. The changes of the twenty-two 
months following (the period of general operation under the 
codes) brought a slight rise in production, further notable 
advances in prices, pay rolls and number employed, and a 
pronounced decline in average hours worked per tveek. The 
first ten months of the post-NRA operation, in 1935-36. wit- 
nessed a rise in output and increases in number of wage 
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TABLE 3 9 

A RECORD OF THE FORTUNES OF MANUFACTURING INDUSTRIES 
OF THE UNITED STATES, 1933-1936 


Basic Measurements 1 


February- 

Jnne- 

April- 

February- 

March 

July 

May 

March 


ms 

1933 

1933 

1936 

Physical volume of production 

100 

H 5 

148 

158 

Number of wage earners employed 

100 

115 

136 

140 

Total wage disbursements (pay rolls) 

lOO 

127 

180 

192 

Average number of tvorking hours 





per tveek, per person 

100 

114 

97 

102 

Average selling price of products 

100 

109 

125 

125 

1 Descriptions of the series given in 

this table 

will be 

found in 

Appendix 


VIII-A. The reader should note that the production index of the Board of 
Governors of the Federal Reserve System, on wdiich the present measurements 
of production changes rest, shows an advance of 57 per cent from February- 
March to June-July 1933. But the compiling authorities call attention to 
the fact that this advance was somewhat distorted by the sharp rise in the 
output of semi-finished goods in that period. The rise in general manufac- 
turing production was smaller. The figure of 45 per cent used in the present 
analysis is a corrected measurement. The basis of correction is explained in 
Appendix VIII-A. 

Because of this correction, the measurements given in this chapter differ 
someivliat from those given in Bulletin $6 of the National Bureau of Eco- 
nomic Research, in ii'hich the results of this analysis ivere first published. 

The monthly indexes of average selling prices of manufactured products 
are compared ivith index numbers based on the records of the Census of 
Manufactures in Appendix VIII-B. 

earners employed, in wage disbursements and in average 
rvorking hours. No change occurred in the average selling 
price of manufactured products. 

But a more detailed comparison of these movements is re- 
quired to bring out the distinctive features of the period that 
opened ivith the spring revival of 1933. In making such com- 
parisons and in deriving the requisite measurements we must 
recognize the limitations of the data. There are some dif- 
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ferences in the degrees of coverage of the series listed above. 
Pay roll and employment statistics are drawn from go manu- 
facturing industries. Records of average hours worked per 
week are secured from a smaller number of establishments, 
representing a somewhat smaller number of manufacturing 
industries— 87 in December 1935. (Only those industries are 
included for which information concerning hours of labor 
covers at least 20 per cent of all employees.) Price and pro- 
duction records relate to still other samples of manufac- 
turing operations at large— broad samples, but not the same, 
in detail, as those from which the first figures come. Com- 
parison of these records and the derivation of measurements 
from such comparisons must proceed on the assumption that 
each of the basic series is representative of manufacturing 
industries in general. Since this assumption is made in the 
pages that follow, the various derived figures should be looked 
upon as indexes of general tendencies, not as highly accurate 
measurements of detailed movements. 

In respect of timing, certain other difficulties face us in 
making comparisons. The basic production statistics arc 
monthly averages or aggiegatcs, ’ivhilc the records of employ- 
ment, pay rolls and hours for each month arc derived from 
data relating to the iveek ending at the date nearest the mid- 
dle of the month. The original price quotations var}' in this 
respect, some being averages of daily figures, some averages 
of weekly quotations, some quotations as of specific dates. 
Each set of figures may be taken, however, to be generally 
representative of conditions prevailing in given months. 
Greater difficulties are introduced by the fact that the final 
emergence of finished manufactured products lags behind 
the expenditure of labor and of money in the preliminary' 
productive processes. This lag is not a serious barrier to ac- 
curate comparison of statistics of final production and sta- 
tistics relating to the earlier processes of production, if die 
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floiv’ of materials be reasonably steady. ^\Ten tlie process is 
extended, bo'^vever, and Arhen \m'iations m die rate of floiv 
are considerable, die accuracy of conipai'isons of concurrent 
statistics is lessened. Records of emploiiiient and pay rolls 
relating to a period of reduced activity may be set against a 
floir of linislied products resulting from a preceding period 
of excessive acth’ity. Conversely, tecliiiical coiididons of pro- 
duction may force die maintenance of a considerable labor 
force even diougli die producdon of finished products has 
been sharply reduced. The automobile industiy, ividi its 
periods of preparation for die output of iieir models, and 
the steel industry furnish examples of producdon and labor 
stadsdcs not ahrays strictly comparable on a ciurent iiiondily 
basis. If die lags is'ere constant account could be taken of 
them, but in some industries they vary appreciably from dme 
to dme. 

The season.al factor also complicates the task of compari- 
son. Some of the basic series compared are subject to sea- 
sonal fluctuations, others .are not. Hoivever, there are real 
doubts iviicdicr the customary seasonal movements have pre- 
railcd. in all cases, under the abnoniial condidons of severe 
depi'e.ssion. In some instances it is certain that they have not. 
itiorcovcr. the magnitude of die usual seasonal movements 
is much smaller than the changes heie recorded. For diese 
reasons it has seemed desirable to attempt no correcdoii for 
assumed seasonal rariations. The actual records of manu- 
facturing operations have been utilized. 

\'arious technical difficulties of the types mentioned are 
faced in the comp.aradve study of month-to-moiith fluctua- 
tions. Those general moi'emeiits that persist over longer 
periods leill not be obscured. Iioivever. by die erratic clianges 
arising from rarying temporal relations of producdon. em- 
plonncnt and prices. In the compaiisons actually made in 
the folloiv’ing pages die difficulty introduced by erratic mondi- 
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to-month movements is met, in part, through the comparison 
of averages for several months, rather than indexes for single 
months. Even so, not too much weight should be attached to 
extreme movements for limited periods, in records relating 
to single industries. When the records for dilTerent industries 
support one another, however, and when movements persist 
over time, it is justifiable to conclude that we are dealing with 
significant changes, and not with erratic fluctuations result- 
ing from shifting leads and lags among the series compared. 

"With these considerations and limitations in mind, we may 
draw such information as we can from the basic measure- 
ments in Table ^](). Tlic index numbers presented in Table 40, 

T A It 1. 1; .) o 

A RECORD OF THE FOR'FliXRS OF MANUFACTURING INDU.STRIF^ 
OF 'I MF UNITED ST.VFES, 1933-193G 

Dr.Rivi.n Mr.AMjui.MKNTS 1 




Fehrtmry^ 

JllllC- 

April- 

Fclmtary- 



March 

July 

May 

M lire It 



^933 

■fp;; 


>9', 6 

Gross income 


lOf) 

.58 

.85 

198 

Total employment (man 

lionrs) 

100 

El' 

132 

'•13 

Average out put per wage 

earner 

100 

126 

109 

>13 

Average output per man 

hour 

100 

1 1 1 

1 12 

1 10 

Average earnings per tvage earner 

ICK) 

1 10 

132 

>37 

Average hourly wages 


ICXI 

97 

13G 

>31 

Average labor cost per 

unit of 





product 


UK) 

88 

1 22 

122 


1 Ex]Jlanations of tlic iiictiiods cni|)loycd in deriving these index nnmhcrs 
tvill he found in the notes in .Appendix VIII-.A. 


which have been derived from those in Table 39, define im- 
portant aspects of the changes occurring in this period of 
revival. The five basic series and the se\'en sets of derived 
measurements constitute the materials of the following 
analysis. Using these, tve may follo\v the course of recovery 
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THE RECOATlRY OF 1933-1936 

In following changes in the operations of manufacturing 
industries since the early months of 1933 various combina- 
tions of the measurements presented in Tables 39 and 40 
may be used. Each combination will contain a single series 
of major importance and two of its component elements. In 
each instance the movements of the three related series should 
be compared. The measurements entering into the various 
combinations are brouglit together in Table 41. The subse- 
quent discussion should be followed with reference to the 
detailed entries in tliis table. 


(Footnote i- concluded) 



Februnry- 

Junc- 

A jnil- 

February- 


j\fnrch 

Jnly 

Mny 

March 




^ 9)'5 


Average earnings per ^vage earner 

All manufacturing industries 

JOO 

1 10 

132 

>37 

15 industries 

too 

121 

151 

>50 

13 industries 

too 

122 

1 I 5 

>51 

Average hourly ■wages 

.Ml manufacturing industries 

too 

97 

13G 

« 3 -} 

15 industries 

too 

99 

> 5 = 

>19 

13 industries 

100 

99 

J -14 

>.}2 

.•Average labor cost per unit of product 
.-MI manufacturing industries 100 

ss 

1 00 

122 

15 industries 

100 

S7 

120 

1 2^ 

13 industries 

100 

90 

132 

> 3 > 


The smaller samples, which arc rather heavily weighted by basic indus- 
tries, shotv more violent fluctuations in gross income and total employment 
than are found in manufacturing industries at large, but the various de- 
rived measurements show movements of the same general character. (It 
should be noted that the figures for the smaller groups and for all manu- 
facturing industries for June-July 1933 arc not independent, in respect of 
output per man hour and labor cost per unit of product. These two series 
for the smaller groups have been used in revising production figures for all 
industries for this period, correcting for the bias noted on an earlier page. 
See also Appendix VIII-A.) This set of measurements, more carefully con- 
trolled than are the figures for all industries, serves to check the general 
conclusions suggested in the text. 
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TABLE 

MAXLTACTL'RIXG OPERATIONS, 1035-1056 
A COMEAM^ON OF Moitmexis Bi-Rrs'c Different Phases of Recoitsy 

PERCENTAGE CHANCE FROM 
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1. Gro.ss income 
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Emploi-ment and its elements 




4. Total employment 




(man hours) 
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5. AVage earners employed 

6. W'orking hours per per- 

-fi 5 
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son (average weekly! 

Ai 4 
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Production and its elements 




s. Production 
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5. AVage earners emplo^Ed 
7. Output per wage earner 
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S. Output per man hour 




(average! 

-rto 

-~i 

0 -rii 

AEasm dishnrsements and elements 
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part played by code enforcement in the changes of tliese 
pei'iods rvhen rve have pressed our inquiry further, for die 
clianges defined by certain of die other series are more doselv 
connected 'vcith code provisions. The factoi's affecting total 
emplotanent are in this category. 


TOTAL M.-\XL'F-A.CTrRIXG E^IPLOY^tE^“r .\Nt) COMPONEXT 
ELEMEXTS 

Total einplopnent is properly measured in teniis of man 
houi-s. Changes in the number of persons employed and in 
the average hours of work affect this total. Items (T. (3) and 
(6) of Table 41 summarize the record of recovery in diese 
elements. The notable increase of ;;^i per cent in total em- 
ploraiient in die pre-code period resulted from almost equal 
advances in the number employed and in die average num- 
ber of hours worked per -wage earner. Bettveen mid-summer 
1933 and -\pril-May 1035 the volume of emplopuent shmeed 
no large net change. There was a considerable decline in 
average horn's tvorked. whicli was offset by an ina-ease in 
the number employed. These changes, of coui'se. are mani- 
festations of definite elements of the recoveiw progTam. 
Thei'e 'vv'as spreading of work under die codes. In April- 
Mav i9'i3 a \ olume of employment about 1 per cent greater 
than that prex'ailing when the codes went into effect teas 
shared among a bodv of ^\'orke^■s some iS per cent larger. 
In the ten mondis following tlie termination of the codes 
manufacturing emplopnent i-ose 7 per cent, both number 
of -workers and ax erage hours xcorked increasing. The period 
of recoveiA- as a xx'hole shows substantial increases in total 
emploxaiient and in number of pei-sons employed, with a rise 
of 2 per cent in the ax erage number of hours xvorked. per 
pei'son. 
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(8)]. Indexes of output per man hour are a measure of true 
productivity far more accurate, of course, tlian is a measure 
of output per person under conditions marked by dianging 
hours of -vs'ork. 

The advance of lo per cent in output per man hour in die 
first early spurt ^ras in some degi'ee a cause, in greater degi'ee 
a I'esult, of die notable increase in total output. Increased 
market demand made possible an increase in productivity, 
an increase in its turn facilitated by earlier improvements in 
equipment, in teclinique and in die quality of labor. In die 
tirenty-tivo months that folloired diis pronounced gain in 
productivity, output per man hour increased approximately 
1 per cent.^-' No furdier cliange in average output per man 
hour occurred during die ten mondis folloiring die termina- 
tion of NRA. The figures defining net change, over die en- 
tire period of recovery, show a rise of 58 per cent in volume 
of production, an advance of 1 1 per cent in output per man 
hour. 

It is convenient to measure industrial productiiity on a man hour basis. 
This is not to be taken to mean that clianges in productitity are due ex- 
clusively, or even primarily, to tlie human factor in production. Medianical 
equipment may be a more important factor in dianging producddty than 
human skill or intensity of application, 

la This, of cottrsc. is an avange figure, beliind trhich there lie large and 
small productivitv losses in certain industries, gains in otlters. Indeed, tlie 
fact should be empliasized that any sudi analysis as this, trhich necessarily 
runs iti terms of averages, must ignore the fortunes of indiddual industries. 
.\t times of extreme change there are bound to be vide diversities of for- 
tune. .An account that included many industrial case histories nonld reveal 
the details of the diangcs affecting the industrial sUuclnre in tliis recession. 
But ve content onrsdves here with the general tendencies that dominated 
the period, recalling only that many plants and industries followed distinc- 
tive courses of their own. 
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TOTAL WAGE DISBURSEMENTS OF MANUFACTURING INDUSTRIES. 
AND ELEMENTS OF THE TOT.UL 

We tuni to a survey of wage disbursements during the re- 
coveiy. viewing these, first, from the point of view of wage 
recipients. Changes in the aggregate and in tu’o of its ele- 
ments during the several phases of recovery arc defined by 
items (pi. (5) and (loi of Table .{i. 

Total wage disbursements expanded during all three pe- 
riods. the relati\e advance in the second period being ma- 
teriallv gieater than tlie gains of the pre-NRA and posi-NR.-V 
pliascs. Increases in the number of uage earners and in 
a\eragc earnings per wage earner contributed, during all 
phases of recoven-, to the expansion of the aggregate irage 
bill. 

More light is thrown on tlie changes in wages and eamings 
during these periods by a .somcwliai difTerent division of ele- 
ments. Total wage disbursements may be considered as the 
product of tiic number of hours ^\•orkcd and the average 
wage per hour. .Analysis into these elements, which appe.ar 
as items (.{1 and (1 1) in Table .{i. ma.kes it possifde to follow 
changes in wage rates, and to determine their relation to 
fluctuations in total ^\■agc disbin-sements. 

"We find quite diverse changes during the three periods 
compared. The pre-code advance of 27 per cent in the ag- 
gregate earnings of manufacturing labor was accompanied 
by a sharp rise in total man liours worked (gi per cent), and 
by a drop of g per cent in the aveiage hourly rvage. In the 
second period, chameterized by operation under new wage 
provisions, with only a minor change in volume of produc- 
tion. we find a slight increase in total man hours worked, an 
advance of .jo per cent in average hourly rvages. Here -was a 
neu- factor at icork in a period of revival, icith definite wage 
regulations increasing hourlv rates at a much earlier stage 
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SUMMARY OF THE CH.\NGES OF RECOVERY IN MANUFACTURING 
INDUSTRIES 

The three years from February-March 1933 to February- 
Mardi 1936 ivere marked by a curious combination of moi’e- 
ments in the operations of manufacturing industries. Physical 
output and gross income increased during eacli of the periods 
iv'e have distinguished: tlie sharpest spurts came in die pre- 
code period. The great gain in productmty came also in die 
pre-NRA period. Thereafter output per man hour advanced 
slightly, output per ivorker declined. Total emplo^Tuent 
(man hours) advanced notably in die first period, remained 
almost constant under the codes. On the odier hand, the 
gi'eatest ad\'ances in number of irage earners employed, ivage 
disbursements and average earnings per employed irorker 
came during die period of code operation. Average hourly 
ivages and labor costs per unit of product declined in die 
pre-code period, rose by approximately 40 per cent under 
the codes. Ai’erage selling prices of manufactured goods rose 
prior to and during the stage of code operation, declined 
slightly after die termination of the codes. 

It is clear diat certain tendencies of die first period ivere 
cliecked or reversed during operation under the codes. PIut- 
ical output increased by a bai'e 2 per cent in tiventy-tivo 
mondis of NRA. Eiddence of internal difficulties, during diis 
period, in the form of retarded productivity and adrancing 

.A.pril-Mav 1055 reflects, in part, the abnormal conditions preraling in mid- 
summer 1033. after the first spurt of re\-ival. This figtire is useful for com- 
parative purposes, but is not to be taken as an acciinne me.asure of changing^ 
industrial efficiency'. More significance attaches to the measure defining the 
change in average labor cost per unit over the period from February-March 
1055 to February-M.arch ipjfi. This net admnee of 22 per cent, o-ver a period 
that includes the material reduction of labor costs during the first four 
montljs. represents a notable departure from the typical moc-ement of 
recovery. 
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labor costs, adds to the darkness ol the picture. And yet, 
throughout the period o£ recoverv', gross income advanced, 
v.-agc disbursements continued to increase, earnings per em- 
ployed tvorker rose, and the number of workers on pay rolls 
continued to increase. Purchasing power was being disbursed 
in ever-expanding volume, despite the apparently adverse 
conditions indicated for the second period by the various 
records of physical production, productivity, and labor costs. 
Here tvere strangely conflicting movements. But we shall 
have a better perspective on these shifts when we compare 
them with changes during the preceding recession and dur- 
ing earlier periods of business revival. 

.RECO\XRV MOVE.StE.VTS !S RELATION TO A PRE-RECESSION 
STAND A.RD 

Any economic recovery- is closely related to the preceding 
period of recession. That recession must condition the re- 
covery- at many points and vitally affect its character. The 
e.xceptional gravity and extent of the recession in .-American 
business betv.-een 1929 and early 1933 cannot be ignored in 
surveying the changes brought by recovery. For this reason 
we supplement the suiA-ey of changes during the phase of re- 
coverv bv a summarv account of these chamies vietved aijainst 
a pre-recession base. Measurements are given in Table 42. 

(Certain of the series given in Table 41 do not appear in 
Table 42. ^Vhere measurements for the longer period could 
not be considered accurate, in detail, it appeared desirable 
to restrict statements to general terms and not to cite spe- 
dfic figures.) 

Shifting the standard of reference to a pre-recession base 
has one immediate effect, to reduce the apparent magnitude 
of the shifts of recoxery. For the recession carried most eco- 
nomic series to such lovr levels in the winter of 1932-33 that 
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table 42 

RECESSION AND RECO\ ERY IN AMERICVN MANUFACTURING 
INDE'STRIES. 1920-1056 



Jtine- 

Fcfu't.'nry- 

Jtnsc- 

Apr;!- Ftbrusiry- 


Jsily 

March 

Jtilv 

Mnv Mi:rr)s 


io:q 

/P55 xp55 /o?5 /o;6 

Cixiss income and its elements 

1. Gross income 

100 

54 

55 

62 66 

2. rrodiictiou ^^phvsical 

volume) 

100 

49 

71 

♦ - 77 

5. Selling price of 

products (aNTKVgel 

100 

60 

75 

S6 SB 

Production and its elements 

2, Production 


49 

7t 

• ~ 7i 

5, ^^'age earners employed 

10s.> 

57 

•^5 

77 79 

7, Output pel' irage earner 100 

IVage disbursements and elements 

S6 

ll>0 

94 97 

9. Wage disbursements 

ICV> 

55 

45 

64 6S 

5. ^Vage earners employed 100 

to. Earnings per wage earuer 

57 

63 

77 79 

(a^'cr.lge^ 

ux> 

61 

69 

S5 S6 

11. Average hourly wage 

ux> 

7^^ 

7P 

105 104 

2, Production 

UX1 

49 

7» 

< - I » 

12, Labor cost per unit of 

product (average) 

ux> 

71 

65 

Sp ss 


{(WUstS of CO! 

’.'sj.r'jj 0;; 

rr/;ns: rig priver) 

Gixxss income and its elements 

1. Gross income 1 

ICV> 

M 

75 

75 

2. Production (phx'sical 

volume) 


49 

7» 

•—0 »••• 

i 4 

5. Selling price of 

products (avenge) 1 uxi 

AV'aee disbursements and eletnents 

111 

106 

to* 104 

9a. )\'age disbni'seraents s 

UM 

49 

6i 

77 

5. ^^*age earners employed 

ICM 

57 

f’o 

77 79 

10. Real earnings per wage 

eanier (average) = 

ICO 

Sd 

94 

ICO 101 
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TAHLE 42 (cont.) 

RECESSION AND RECOVERY IN AMERICAN MANUFACTURING 
INDUSTRIES, 1929-1930 

June- February- June- April- February- 
July March July May March 

^ 9=9 ^933 >933 >935 > 93 <^ 

(dollars oj cnmtanl purcluisinf' power) 


j I. Avemge liourly w.-ige ~ 

too 

108 

J03 

12.} 122 

gb. W.ige disbur'crncut.s 1 

100 

5^ 

G3 

00 

2. Production 

100 

-19 

71 

72 77 

12. L.Tbor cost per unit of 
product (.ivcr.nge) 1 

100 

>1-1 

89 

107 106 


1 The index riuinbcr of wliolcsnlc prices constructed by the National Bureau 
of Economic Research was used as a deflator. 

-The index of the cost of living of industrial v.orkers constructed by the 
National Industrial Conference Board was used as a deflator. 


the succeeding rises, in percentage terms, run into relatively 
high figures. On a pre-recession base the percentage changes 
are mucli less pronounced. 

In summary, the situation as of February-March 1936, 
with reference to the situation existing in June-July 1929 
was marked by the following features: 

The gross income of manufacturing industries had been 
reduced 34 per cent in current dollars, 20 per cent in dollars 
of constant purcliasing power, at wholesale. The physical 
volume of manufacturing production was 23 per cent below 
tlie 1929 standard. Per unit prices were lower, but the aver- 
age per unit purchasing power of manufactured goods in 
wholesale markets was higher. Relatively to other goods, 
commodities of this type cost more, per unit, than in 1929. 

The actual volume of manufacturing employment, mea- 
sured in man hours, had been reduced about two-fifths and 
the working force had been reduced one-fifth. 

Industrial productivity, per wage earner employed, had 
declined slightly. Productivity per man hour had risen. The 
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gain may be estimated at sometliing more titan 25 per cent, 
scored during tlte period of recession aitd in die first spurt 
of revival. 

The aggi'egate purcliasing poirer of manufacturing labor 
ivas some 20 per cent loiver. The purcliasing pois’er of die 
earnings of eacli employed ivorker stood just about at die 
1929 level. The purcliasing poirer of an hour's ivage (i.e., die 
real hourly ivage) had increased approximately 22 per cent. 

The total ivage bill of manufacturing industries, measured 
in dollars of constant purcliasing poirer at irholesale, ivas 
approximately iS per cent loirer. Average labor cost per 
unit of goods produced had risen approximately 6 per cent 
(cost being here measured in terms of the same constant value 
standard). 

It is apparent from diese figures diat die recovery in Amer- 
ican manufacturing industries, up to die spring of 1936, 
had fallen short of restoring the pre-recession level of gross 
income, of production, of emplopnent, or of aggregate pur- 
cliasing poiver of labor. Industrial productivity and real irage 
rates on a man hour basis irere mucli higher dian before die 
recession, nominal ivage rates were higher, and real labor 
costs per unit of product ivere someivhat higher. 

But we need other criteria, in appraising die shifting 
movements of die cun-ent recovery. Earlier periods of busi- 
ness expansion furnish useful standards of reference. 

ECOXOMIC CHANGES IN M.ANUFACTURING INDUSTRIES DURING 
FIVE PERIODS OF BUSINESS EXP.AKSION, APPROXIM.ATELV 
EQUAL IN RESPECT OF DEGREE OF RECOITERY 

A comparison of manufacturing operations during differ- 
ent periods of business expansion may be expected to disclose 
some of die distincdve features of the current movement. 
It is true diat there exists no fixed scliedule of recovery, to 
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u'hich business movements ahrays conform, but something 
of the nature of a common pattern is found in the cyclical 
fluctuations of the economic system. Some of the character- 
istics of this pattern, and distinctive deviations from it, are 
revealed by the series of measurements presented in this 
section. 

Various modes of comparison are possible in any such 
survey. For the present purpose it seems desirable to trace 
the movements of important economic series over periods of 
expansion marked by approximately equal degrees of in- 
crease in the physical output of manufacturing industries. 
This magnitude, as averaged for the months of December 
1934 and January 1935, was 37 per cent greater than at the 
low point of Februar\-March 1933.'* It is pertinent to in- 
quire how the changes in manufacturing industries during 
diis period, with respect to employment, productivity, labor 
costs, etc., compared with corresponding changes during ear- 
lier periods of equal increase in volume of output.^® ^Ve 
should note that in concentrating attention upon the opera- 
tions of manufacturing industries we ignore numerous eco- 
nomic factors— such as monetary and credit conditions, rela- 


is .Adranccs of approxim.itely equal magnitude could not be secured for the 
three preceding revivals, if the record rvcrc carried through 1935. Since we 
are interested in operating changes accompanying similar ad^Tinccs, we rc- 
strirt the survey of recent changes to the movements up to January 1935. 

If tve compare, with respect to changes in aggregate production, periods 
of business recovery widely separated in time, error may I)e introduced into 
our conclusions by the changing ch.aractcr of the elements entering into the 
aggregate. Different iridu«tries, marked by important differences of qclical 
behavior, may dominate a national economy at different times. These domi- 
nant industries tvouM place their own impress on the aggregate into which 
they enter. But over fifteen years no great changes occurred in the relative 
importance of elements entering into aggregate manufacturing production, in 
the United States. Tire inddence of recovery may. of course, be different, at 
different times, but this is a condition affecting all comparisons of this sort, 
in which aggregates of any kind are used. 
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tions among elements of the price structure, saving and in- 
\’estinent— trliich condition the course and cliaracter of re- 
covery. Our interest, howet'er. is not in die econoni)- at large, 
or in die full complex of circumstances diat shape a business 
revival. It is in a particular segment of the total, and in the 
internal relations among the elements of diis segment. These 
relations trill not be unaffected by external developments, 
but such developments are of secondary importance in the 
present comparison. 

In this comparison no attempt is made to introduce cor- 
rections for seasonal movements. Accurate indexes of sea- 
sonal variation are not available for all the series. Moreover, 
it is knotvn that in important industi'ies die customary 
seasonal pattern has been modified in recent years. For diis 
reason, and because die cyclical clianges here in question 
are of nincli greater magnitude than die seasonal, it seems 
advisable to utilize the uncon'ected records. Accumte adjust- 
ment for seasonal string's would modify die picture in detail 
but not in fundamental respects. 

"We may enhance the value of this survey by utilizing two 
different sets of figures for die most recent recovery. The 
early spurt of ip^y, brought an increase in volume of output 
ivell in excess of yu per cent. The closest possible approadi 
to that figure is provided by die period from Februaxy- 
Marcli ipyy to May-June 1933, during idiicli the volume 
of manufacturing production inaeased 39 per cent. The 
changes of this phase may be compared 'widi those of die pe- 
riod February-March 1933 to December 1934-Januan' 1935. 
as ivell as widi those of the recoveries diat began in 1921, in 
1924. and in 1927. The period of the first rise, in 1933. is 
short, and therefore the clianges must not be looked upon 
as resulting from a major tedinical revolution. They are 
significant, hoirever, as regards the actual operating condi- 
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Lions of industry, and the relation of currently-expended 
effort to current outlay and current returns. 

As in the preceding section we shall deal with certain 
major series and constituent elements of each series.The 
measurements appear in Table 43. Tlie basic series are pre- 
sented graphically and the dates to trhich the entries in Table 
43 relate are indicated in Figure 13, in order that the nature 
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MOVKMF.NT.S OF SIILFCIKD SFRIRS RFLATING TO AMERICAN 
MANUFACTURING INDUS'FRIlvS, 1920-1935 



Ratio scale 

* Asterisks mark the terminal dates of the five periods of recovery analyzed 
in the text. 
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of tlie measurements to be compared may be clear. Data are 
picked from tlieir setting for die purpose of die quantitative 
compaiison, and it is proper diat die reader see what this 
setting is in each instance. 

It is obvious that aldiough die periods of business expan- 
sion here compared coi'er equal degrees of recoi’ery, ivhen 
physical output of manufactured goods is the yardstick of 
recovery, they do not cover equal proportionate parts of busi- 
ness cycles. Phases of revival and expansion vary in amplitude 
and duration, as do business cycles dieniselves. In studying 
certain technical aspects of business cycles it is desirable to 
isolate identical cyclical seg-ments. But interest attaclies, also, 
to the comparison of ci’clical moi-ements accompanying given 
degrees of increase in volume of production.-” 

The items in Table 43, for different periods of recovery, 
may be compared in detail by the reader. Certain general 
conclusions based upon die above evidence, and odier data, 
are given in die final section of this cliapter. At this point 
we may be content widi a brief summary of die main points 
revealed by that table. 

In respect of die attributes here studied the sharp initial 
recovery of 1933 appears to hai’e conformed to die pattern 
of earlier re\’i\'als, a pattern diat is strikingly repeated in die 
first four of the five periods covered. But die measurements 

-0 Reference has been made to tlic exceptional severity of the recession of 
a,](} to the fact tliat the relative changes of recover)- are affected 
by tlte severity of the earlier decline. It is to be expected drat recoveries, 
following recessions of t-arying magnitudes, will differ, in some respects. 
But -we do not know how the pattern of recovery is affected by the preceding 
recession. The reader tvill bear in mind the differing magnitudes of the 
recessions preceding the phases of expansion to -whicli the measurements in 
Table 4<5 relate. It will be useful to recall diat the volume of manufacturing 
production declined approximately sy per cent prior to the 1921 recovery. 
s6 per cent prior to the 1924 recovery, and 13 per cent prior to the 1927 
recovery, as compared with a drop of about 50 per cent from 19-9 1933* 

The price drop of 1920-21 exceeded that of 1929-53* 
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Percentage change from 
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of net change from early 1 933 to early 1 935 depart apprecia- 
bly from the customarv' pattern of business revival. The notes 
that follow relate to the net movements of the period from 
Februar}-March 1933 to December i934-Januar)- 1935. 

This period brought a greater increase in gross income than 
fh'd equal degrees of recover}-, in physical terms, in earlier re- 
vivals. A much more rapid rise in per unit selling prices ac- 
counted for the greater increase in gross income. 

The number employed increased much more rapidly. Average 
hours v.-orked per person decreased; earlier recoveries were 
marked by increases in average hours worked. 

Output per worker advanced only slightly. Substantial in- 
creases had marked earlier recoveries. The recent increase in 
volume of production was effected primarily through the employ- 
ment of more workers. 

The net gain in output per man hour compares favorably with 
earlier advances. (The gain in the recent period -was effected, it 
has been noted, during the first four months of recover}-.) 

Total v.-age disbursements, eamings per wage earner and num- 
ber employed increased much more rapidly than in earlier re- 
visals. 

Earnings per hour increased much more rapidly than in earlier 
periods of revival. 

Tlie total v,'age bill of manufacturing industries and average 
labor cost per unit of goods produced increased much more 
rapidly dian in earlier revivals. 

It is desirable that tve supplement these comparative mea- 
surements -svith others in which some account is taken of 
changes in the standard of value. A rise of 20 per cent in 
the average selling prices of manufactured goods will have 
one meaning rvhen the general level of prices remains con- 
stant, a quite different meaning when the general price level 
fails 20 per cent. So, also, a given gain in aggregate pay rolls 
tvill have one meaning tvhen living costs remain constant. 
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3-}o PRICES IN RECESSION AND RECOVERY 
and a different meaning ^i-'Iien living costs are rising rapidly. 
No single instrument, suitable for correcting all our value 
series for changes in the value of money, is available. How- 
ever, by using a general index of v.'holesale prices in deflating 
certain series and an index of living costs among industrial 
wage earners for other series, we may appro.xirnate the mea- 
surements we desire (Table 4.}). 

It is apparent from a comparison of Table 44 with Table 
43 that certain distinctive features of the recovery of 1933- 
35 have been due entirely to the more rapid rise of 
general prices. The apparent advantage of the more recent 
recover)' in respect of per unit gain in the selling prices 
of manufactured goods is removed, tvhen account is taken 
of changing monetary values.-' So, also, the gain in the gross 
income of manufacturing industries, tvhich was higher for 
the recent period than for any of the earlier periods, when 
current dollars were the standard of value, becomes the low- 
est of the figures compared when correction is made for 
changing monetarv values. 

Recent advances in wage disbursements and in the rewards 
of labor remain substantially above similar gains during 
earlier periods of recovery, after full account is taken of 
changing living costs. The total purchasing power of manu- 
facturing labor increased 46 per cent bettvecn the low point 
of early 1933 and the beginning of 1935. The nearest ap- 
proach to this figure came in the 1921-22 recovery, ivhen 
pay rolls, corrected for changes in the cost of living, ad- 

--The 6 per cent lo-;? in per unit v.'orih of rn.mufnaiired goods bctu’cen 
Fcbruary-^farch 1933 snd December 193 j-January 1935 is to be interpreted 
v,ith reference to the ba'e from tvhich the change is measured. .At the low 
point of early 1933 manufactured goods enjoved a much greater relative ad- 
vantage than in any of the three preceding depressions. Reduaion of this 
advantage was the more imperative, therefore, with reference to the conditions 
of genera! recovery. 
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vanced 27 per cent. Comparison of tlie enU'ies for tlie last 
Dro periods slio'ws that die major part of the recent gain of 
46 per cent came after mid-summer, 1933. Reference to die 
measurements relating to ai'erage real hourly ivages shoirs 
that die no\-el factor in diis gain iras a sharp increase in real 
Iiomi)' rates of pay (i.e.. money i-ates corrected for li-ring 
costs). The rise of 19 per cent in diese rates, from 1933 to 
stands in notable contrast to the narroirer movements 
of earlier revivals. 

If ire may measure clianges in the pui'chasing poirer of 
die manufacturer’s dollar iridi reference to cliantres in die 
general level of irholesale prices, and deflate total pay rolls 
accordiiiglv. ire have die coiTected irasfe disbursement fio- 
ures given as item (gb) of Table 44. In dollars of constant 
purdiasing poirer at ivholesale die irage bill of manufactur- 
ing industries shoirs an advance of 26 per cent over die 
period of recovery in 1933-35. This is distincdy higher than 
the adiruices during earlier reviirils marked by roughly equal 
increases in the l olume of manufacturing production, llie 
explanation is found in die measurements of clianging labor 
costs, per unit of product. In terms of die same constant 
dollars, these costs dropped 8 per cent from 1933 to 1955. as 
compared isddi drops of from 12 to 23 per cent in earlier 
recoveries. 

Perhaps the most significant comparisons to be made, 
among the measurements in Tables 43 and 44. are diose re- 
lating to the dianges from February-Mardi 1933 to May- 
June 1933 and from February-Mardi 1933 to December 
1934-January 1935. The actual degrees of recovery ivere 
nearly die same: the bases from iriiidi dianges are measured 
are identical. It is reasonable to assume diat the differences 
betiveen die tiro sets of measurements are due to neir factors 
introduced into die operations of manufacturing industries 
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after June )f)33. The most important of these new factors 
were tliose connected with the industrial codes. 

Summary: Industrial PRODUcnvixy, Manufacturing 
Margins and Selling Pricf„s 

The bottom of the depression found production and em- 
ployment in manufacturing industries unprecedentedly low. 
The problems of readjustment brought by the general de- 
cline of prices during the preceding four years were acute 
in these industries. Various factors impeded rapid adaptation 
to a new set of operating conditions. Heavy investment in 
capital equipment at a price level much higher than that 
prevailing after the recession was one of the most important. 
At the low point of the depression overhead costs, labor 
costs and selling prices were relatively high in manufactur- 
ing industries. The jnnehasing power of all those drawing 
incomes from these industries had been materially reduced. 
Material costs, however, were low, and productivity had in- 
creased during the four years of recession. If recovery in 
volume could be cfTectcd, prompt improvement in other 
respects could be cxjicctcd. But this recovery in volume was 
in part conditional upon correction of certain of the adverse 
price relations that had developed during the recession. In 
particular, a substantial advance in raw material prices, rela- 
tively to the prices of manufactured goods, would provide 
a stimulus to the buying power of primai7 producers and 
would help to restore the volume of intergroup trade. 

The first part of this survey dealt with the relative changes 
of prices among raw materials and manufactured goods dur- 
ing recovery. Material reduction of the wide margin separat- 
ing the prices of these two groups of commodities took place 
during the first five months of recovery. TJiere were some 
variations in the degree of change occurring among different 
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classes of I'aw* and of processed goods, but tvitli one minor 
exception die inmos toivards pre-recession and pre-'\\'ar 
trading relations ivere considerable. During die ten niondis 
diat folloired diis correctional movement rvas checked and, 
except among mineral products, iras radier sharply reversed. 
The snnimer iiiondis of 1934. ivliidi irere marked by par- 
ticularly adverse conditions in farming ai'cas, brought a re- 
sumption of the movement towards earlier price reladons. 
For raiv producers' goods as a class a considerable net gnin 
had been effected by the early summer of 1936, but die dif- 
ferential price advantage of manufactured goods remained 
substantial by standards of 1929, and even greater by 1913 
standards. 

Materials of anodier sort -were utilized in tracinsr a varietv 
of movements affecting the internal operating conditions of 
manufacturing indusQ'ies during die most recent reco^•ery 
and earlier phases of revi\'al. It teas found diat die advance 
of die pre-code period, from Febrnaiy-Mardi 1933 to Jmie- 
July 1933, definitely followed the pattern of earlier periods. 
Primary emphasis ivas on production as a means of expand- 
ing income, profits and die returns of labor. Produedon 
advanced more rapidly dian selling prices. Produedon ad- 
■vnneed more rapidly dian die number of persons employed, 
and produedvitN^ per ivorker increased. Produedon advanced 
more rapidly than number of man hours ivorked. and output 
per man hour increased. Production adranced more rapidly 
than trage disbursements, and labor cost per miit of product 
declined. Expanding production was a major factor in ad- 
vancing gi'oss income. 

'iV'idi respect to the purcliasing power of labor, expanding 
production again played a dominant part. Labor costs per 
unit of output declined, ivitli rising volume augmendng tlie 
total rvage bill. Time rates for labor held practically constant, 
during re\ i\-al: increasing man houi-s of emplopnent oper- 
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ated as the active factor in the expansion of aggregate re- 
turns. Total employment (man hours) rose more rapidly 
than the number of persons employed; hours of employment 
per person increased. 

Rapidly increasing production and more slowly rising 
prices contributed to a sharp advance in gross income. This 
meant, although present records do not bear on this point, 
immediate increases in profits, in tlie aggregate. 

These were the conditions accompanying a revival of the 
traditional type. There is, of course, no reason to accept the 
pattern of earlier revivals as a criterion to which I'ccovery 
from the depression of 1931-33 should necessarily have con- 
formed. This was a graver depression than those we had 
known before; it differed in character as well as in degree 
from similar periods of economic stagnation in the past. 
Moreover, the periods of activity that ■were launched by 
these earlier revivals were marked by important economic 
as well as social defects. There is nothing sacred about the 
standard defined by tliese precedents. Yet, in default of other 
standards, tve must get from them such information as we 
may concerning the operating conditions of this little-under- 
stood industrial machine of ours. 

The recovery of 1933-3G is differentiated from earlier re- 
vivals by a reversal of the traditional pattern that may be 
dated, it appeans, from the general adoption of industrial 
codes that began in mid-summer, 1933. Of course, it is not 
fair to conclude that the codes alone accounted for all the 
reversals we have noted. Many circumstances affected the 
economic changes of these disturbed months. But it is a just 
assumption that the new industrial environment created by 
the codes had an immediate effect upon the internal opera- 
ting conditions defined by the various ratios presented in 
earlier sections. This assumption is strengthened by the 
fact that certain of the dominant tendencies of the pre-code 
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ated as the active factor in the expansion of aggregate re- 
turns. Total employment (man hours) rose more rapidly 
than the number of persons employed; hours of employment 
per person increased. 

Rapidly increasing production and more slowly rising 
prices contributed to a sharp advance in gross income. This 
meant, although present records do not bear on this point, 
immediate increases in profits, in the aggregate. 

These were the conditions accompanying a revival of the 
traditional type. There is, of course, no reason to accept the 
pattern of earlier revivals as a criterion to which recovery 
from the depression of 1931-33 should necessarily have con- 
formed. This was a graver depression than those we had 
known before; it dificred in character as tvell as in degiee 
from similar periods of economic stagnation in the past. 
Moreover, the periods of activity that tvere launched by 
these earlier revivals were marked by important economic 
as well as social defects. There is nothing sacred about the 
standard defined by these precedents. Yet, in default of other 
standards, we must get from them such information as we 
may concerning the operating conditions of this little-under- 
stood industrial machine of ours. 

The recovery of 1933-36 i.s differentiated from earlier re- 
vivals by a reversal of the traditional pattern that may be 
dated, it appears, from the general adoption of industrial 
codes that began in mid-summer, 1933. Of course, it is not 
fair to conclude that the codes alone accounted for all the 
reversals -we have noted. Many circumstances affected the 
economic changes of these disturbed months. But it is a just 
assumption that the new industrial environment created by 
the codes had an immediate effect upon the internal opera- 
ting conditions defined by the various ratios presented in 
earlier sections. This assumption is strengthened by the 
fact that certain of the dominant tendencies of the pre-code 
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pei-iod \\-ere again manifest; in industrial operations after the 
_ tennination of the codes. 

The outstanding fe.attu'e of tlie period of operation under 
die codes lies in die apparent reduction of emphasis on pro- 
duction and industrial productirity as a means of sicelling 
gix)ss income and increasing the aggregate return of labor. 
Rising prices icith a pi-acdcally constant l olume of produc- 
tion marked this period. The productiirty of iiiamifacturing 
industries (as measured in output per man hourl shorted a 
net gain of 1 per cent after nventy-tiro iiiondis of operadon 
luider the codes, as contrasted rdth .an adimice of 10 per 
cent during the preceding four mondis. Too mudi iceight 
should not be placed upon diis development, for die factors 
involved are couiplex. and die reasons for ciianges in pro- 
ductmty are seldom cle.ar. Tlie sharp increase in producuidty 
per man hour during the pre-XRA spurt probablv repre- 
sented almost a full realization of die potendal adi'antages 
existing at die loir point of the depression. .A. subsequent 
check does not pi'Oidde definite eiddence of technical or 
organizadonal weakness, or of htmi.an inefficiency. It is fair 
to conclude, hoivei er. that the new condidons existing after 
mid-suiiimer 1953 did not prorfide a stimulus to enhanced 
indusu'ial efficiency. 

An increase in die aggi'egate piu'diasing poirer of labor 
was one of the cbjecrii es of die recover}- progi-am, and such 
an increase was verv definitelv won. Oi'er some twenty-two 
mondis, idiile die physical volume of manufacturing produc- 
tion iv-as inci'easiiig 37 per cent, aggregate i^-age disburse- 
ments bv manufacturing industries increased 65 per cent.- 


s- These f.siires relsie to changes I'ct'sv'een Fehmary— Vta 
iogi-Jan«-.rv- 1C44. The peicer.tapes ct increase in 
disbursements beeerae and 02. nespetKively, it the 
Februarv— MsTch 105?. Since the p.iesent figures are 
\dth reovetneuts in emlier reifivab. the shorter perio; 
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Equal production increases during the three preceding re- 
vivals had brought advances of from 14 to 24 per cent in 
total v;age disbursements. ^Vhat is here notable is not the 
degree of increase, however. The fact that wage payments 
had dropped to excessively low levels in the v.dnter of 1932- 
33 v-'ould lead one to expect a sharper relative advance, v.dth 
recovery. The distinctive features of the recent rise are found 
in the relations of vrage disbursements to other movements 
of the recoverv- period. I^bor costs per unit of output in- 
creased materially; labor costs per unit of time expended 
rose sharply. In these respects the latest advance departed 
most si.gnificantly from the traditional pattern of revival. 

.A.d}ustment of these various measurements to take account 
of changes in the level of prices and in living costs alters 
the general picture somev/hat. The rise in selling prices of 
manufactured goods in the recent recovery disappears when 
such adjustment is made. The increase in die aggregate 
purchasing power of manufacturing labor is less pronounced 
than the increase in tvages in terms of current dollars (the 
aaual incrc-ase in purchasing pov/er amounted to 46 per cent, 
however, to the beginning of 1935). Similarly, the perspec- 
tive is changed and the apparent magnitude of some of the 
recent changes reduced when the changes occurring during 
the recoveig/ of 1933-36 are measured against 1929 values, 
instead of 1933 values. But the characteristic features of the 
recovery of 1933-36 are clearly discernible, no matter what 
the standard of reference may be. An apparent check to the 
advance in industrial productivity after mid-summer 1933, 
maintenance of a short working week and an exceptionally 
heasy use of men to maintain a given x'olume of physical 
output, a relatively sharp advance in the aggregate purchas- 
ing power of labor and notable advances in labor costs per 
unit of time and per unit of product are distinctix'e of the 
recent recovery. 
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already enjoyed by manufactured goods as a result of less 
severe liquidation during the recession, provided a margin 
out of which these rising costs could be met without a great 
additional price rise. The prices of manufactured goods were 
already high, relatively, and tliis price advantage, which 
tended to be nominal rather than real when volume of sales 
was lou', became substantial with an increasing volume of 
business. The new costs, then, served not so much to advance 
the selling prices of manufactured goods as to impede a 
downward adjustment of the real prices of manufactured 
goods, an adjustment imperatively necessary if the founda- 
tions of a lasting recovery were to be laid.* During the forty- 
three months of recession from July 1929 to February 1933 
the prices of raw materials fell 49 per cent; tlie prices of 

rner drought in 193.5. tVlicn the movements of tlicsc its'o periods arc removed, 
tve find price diangcs working against the dotvms’nrd readjustment of tJic 
real per unit value of manufactured goods. 

» DiPxcroR’s coMMn.vT; Ollier and equally important causes of the failure of 
these real prices to fall were; the power to sustain prices and restrict output 
exerted by industry through N'RA codes and non-Icgal monopolistic devices; 
the relatively large proportion of overhead in manufacturing costs in heavily 
mechanized industries; the accounting habits whidi tend to recover all exist- 
ing overhead even on small volume, thus increasing unit overhead costs; the 
resistance that large industries are able to offer to capital reorganization or 
bankruptcy. It cinnot be assumed that lower prices would not have been 
compatible with the existing wage rates if less efficient competitors had been 
eliminated, if prices had been forced down either by competition or regula- 
tion, and larger volume of production had resulted. — George Soule 
niREcn'OR’s .NOTi;: I feel compelled to note my disagreement with much of the 
above comment and with its implications. I do not wish to carry the dis- 
cussion too far away from Professor Mills' here and therefore observe only: 
(t) That in practice, according to my obsersation — and I should suppose 
in theory — price reductions arc more readily conceded in times of small 
demand where a large part of costs is indirect and must be met whether 
or not sales are made than where the cost is more largely a direct cost that 
need not be incurred unless it is worthwhile to do so; and (2) That I think 
the comment overrates the effects of the assumed accounting habit. — George 
O. May 
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manufactured goods fell 31 per cent. The gain in tire real 
value, tliat is, in the average per unit purclrasing porrer, of 
manufactured goods during this period tras 1 1 per cent. In 
default of a permanent shift in intergroup relations, correc- 
tion of this condition tvas essential to the restoi'ation of 
trade in anything approaching normal volume. Some degree 
of correction tvas effected during the period of recovery tre 
have revietved, but a disparity still existed in 1936. It tvas 
this differential advantage existing at die loir point of reces- 
sion,-^ an advantage that became substantial with an expand- 
ing volume of production, diat made possible the payment 
of higher labor costs and even made it possible for profits 
to expand, without an exceptional rise in the selling prices 
of manufactured goods. But the persistence of the margin 
that made it possible to meet higher labor costs and to make 
profits, even diough volume of output remained loir by 
normal standards, I'etarded full expansion of sales and of 
output and die restoration of employment in customai7 
volume. And in so doing it worked to prevent the restoration 
of a normal I'olume of irage disbursements. 

In folloiring the notable increases in ivage disbursements 
and in labor costs during die recovery of 1933-36 ire should 
not overlook the severity of die preceding declines. If labor 
costs be measured in die dollars the manufacturer receives 
for his products (i.e., if labor costs be deflated by an index 
of the selling prices, at wholesale, of manufactured goods) 
ire find that in February-March 1936 these costs stood only 
some 6 per cent above die level of June-July 1929. In die 
same units, the average selling price of manufactured goods 
iras 4 per cent higher. If labor costs in manufacturing in- 
dusU'ies irere high in 1936, diey irere high to die extent that 

-i The potential adrantage i-esulting from price relations was rendered mudi 
greater by a considerable inareasc in output per man hour during the 
recession. 
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situation tended to reduce marketings and so contributed 
to the unstable situation existing in 1929. The rise in time 
rates of pay and in total wage payments in 1933-36, and the 
failure of overhead and fabricational costs to reflect the great 
gain in productivity that had occurred since 1929, helped 
to perpetuate relatively high prices for manufactured goods. 
(The fabricational costs which thus remained high were 
not restricted to labor costs. The fact that labor costs did 
no more than parallel changes in selling prices, when mate- 
rial costs were relatively low, indicates that other fabrica- 
tional charges, such as overhead costs, remained on the same 
high level as labor costs.) The advance in the prices of these 
goods, at a time when such goods were already over-valued, 
retarded a needed expansion in the volume of sales. During 
the decade of the 'twenties a high manufacturing differential 
(profits are iiere included with the differential) was a factor 
in preventing the mniritoiance of a large volume of pro- 
duction and sales. From 1933 to 1936 a high manufacturing 
differential was a factor in preventing the restoration of a 
large volume of production and sales. 

We are far from knotving all the conditions essential to the 
steady and efficient operation of a modern industrial econ- 
omy. But experience during the last ten years seems to justify 
one general conclusion. The immediate jxassing on to con- 
sumers of a major part of the benefit of increasing industrial 
productivity, in the form of lower prices, contributes directly 
to the maintenance of industrial operations on a high level 
and to the raising of the standard of living of the people at 
large. Action designed to procure for special groups the 
advantages of increasing industrial productivity, or action 
tending to decrease industrial productivity and advance 
costs, runs the grave danger of defeating its own purpose, 
through setting baiTiers to the maintenance (or the restora- 
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tion) of tiie volume ol production and emplo\Tnent that is 
essential to die general tveltare.-' 


The section ot this chapter that deals ’trfih the operations ot raanafacair- 
ing industries during recovery, and the main parts of the sunircarj', ’svere 
puhisshed as oi the National Bureau ct Eccnccaic Research on 

May 10. ip55. 



CAPITAL EQUIPMENT AND CONSTRUCTION sx- 

piirdiase dinracterizing goods entering into fabrication, is a 
factor tending to lessen rbe effectiveness of the buyer's bar- 
gaining. Lack of standardization and tlie presence of pat- 
ented features may restrict competition in tlie markets for 
certain types of capital goods. Again, unless business man- 
agement is exceptionally alert and conscientious, trasteful 
practices are likely to creep into die expenditiu'e of surplus 
funds, perhaps painlessly accumulated in prosperous vears. 
or of capital funds acquired in odier trays.- The checks to 
inefficient spending usually affecting die disbursement of 
current business receipts are likely to be absent under diese 
circumstances. W'aste and error are less immediatelv obvious. 
Of coui'se, this relaxauon of vigilance may not occur among 
the most carefully managed enterprises, but diese concerns 
by no means monopolize die business field. There teas prob- 
ably some ivasieful expenditure of business surpluses during 
the expansion preceding die tpec) recession. 

Equally important, in reducing buting discrimuiation in 
the markets for capital gnods, is die circumstance diat oipital 
expenditures affect production costs only indireedy, and 
ividi a time lag. High capital diai-ges may create very real 
business difficulties, but the difficuldes are removed in dine 
from the iniual act of spending capital fimds for physical 
gnods. There is not die immediate dieck to faulty spending 
diat current manufacturing and selling operadons provide, 
idien operadng costs are in question. One reason for diis is 
found in die role played by the rate of interest, in determin- 
ing the annual charges against die investment. A cost sub- 
stantially higher than one whidi had been considered proper 
might be accepted ividi equanimity, if die rate at i\hidi 
irere obtained could be cut someivliat. Indeed, since 

2 Tax spicms. or method? of rate regulation if the enterprise be a public 
utilitv, may piwide .an actual stimulus to investment of surplus, xvith cons 
still furtlier subordinated to other considerations. 
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the rcv/ards of bargaining or of careful timing may be greater 
in respect of the interest rate to be paid than in respect of 
the factors entering into the market price of new capital 
equipment, more attention may be given to the former. 

The durability of capital equipment is another element 
affecting market conditions. This durability puts owners and 
users of capital equipment in position to withdraw from the 
market, to defer purchases, a fact of great significance in 
trade fluctuations. The high elasticity of demand for articles 
of capital equipment (and for durable consumers’ goods 
which are in some ways closely related to capital goods) is 
one manifestation of this ability to defer current purchases. 

For these various reasons we v.ould expect the market 
relations of capital goods to differ from those of other pro- 
ducers' goods and of consumers’ goods. During periods of 
sharp demand, in particular, less efficient buying is perhaps 
to be expected, v.-itii a consequent enhancement of the mar- 
ket strength of sellers of capital goods. The tendency in this 
direction is strengthened by conditions on the supply side. 
Unlike the raw materials of manufacture, many of wliich 
are produced under highly competitive conditions by many 
individual units, articles of capital equipment arc turned 
out, in the main, by relatively few large enterprises, exer- 
cising far greater control over supply. This circumstance 
intensifies those previously cited in tending to strengthen 
sellers and weaken buyers, in their usual market operations. 


CAPIT.-SL GOODS INDUSTRIKS IN PERIODS OF REVIVAL; 

PROBLEMS OF RECOVERY, 1933-1936 

The highly ■variable nature of the demand for capital 
goods, together with the technical conditions prevailing in 
most capital goods industries, causes wide fluctuations in 
their production. Feverish activity in periods of e.xpansion 
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and sharp curtailment of acthaty in times of recession mark 
tlie cyclical bdiavior of capital goods industries. The up- 
trard movements of general business recovery- and die reac* 
tions of recession have been accentuated, ofteit dominated, 
bv diese clian£jes. 

Many factors determine die degi'ee of acdvitv of capital 
goods indusU'ies at any time. Outstanding are die opinions 
of business men concerning die need for neir capital equip- 
ment, die cost and availability of invesuiient fimds. and price 
relations affecting die cost of capital goods. The state of 
business opinion as to the need for neiv equipment (trhich 
is in part deteniiined by price conditions and interest rates) 
is die aedve element in die situation. '^Vidiout a satisfactory 
oiidook in this respect renewed activity after a depression is 
not likely to develop. 

Business opinion on the need of netr equipment is shaped 
by prevailing expectations concerning die volume of pro- 
duction and trade, and by the adequacy- of exisdng equip- 
ment. Opinion at any dine is far from unifonn. in diese 
respects. Quite apart from differences in differait trades 
diere are gi'eat differences among business men in astuteness, 
foresight and willingness to gamble on the future. One busi- 
ness man may expand his plant in the darkest days of de- 
pression. against die expectadon of a consumer demand diat 
is perhaps barelv in evidence. Odiers idll defer expansion 
undl pTOsperitv is nearing its zenidi. So. also, there are idde 
differences among business leaders in dieir appraisals of die 
adequacy of exisdng equipment. The slireird planner may 
see possibilities of ^ciency in a new device that tdll lead 
him to scrap macliinen- sdll thoroughly adequate, by con- 
ventional standards, irhile le.ss daring managers trill use old 
equipment until it is more obviously outmoued. The acdons 
of far-sighted men in expanding and modernizing industrial 
plants durinsT periods of generally stagnant business or at 



362 PRICES IX RECESSION AND RECOVERY 

including residential construction." During this period of 
steady, not to say rapid, business expansion the production 
of capital equipment v/as adequate to meet al! current re- 
quirements, and exceeded them in some lines. We entered 
the depression teith a considerable volume of productive 
equipment, constructed at high costs in anticipation of rap- 
idlv increasing demand. The customary phenomenon of ex- 
cess productive capacity during depression teas accentuated 
as a result of this heavy pre-recession construction. This was 
true despite the siiarp curtailment that the recession brought 
in the production of capital equipment and of durable goods 
in general. 

3. Reference has already been made to die stimulation of 
the heavy industries through the accumulation of savings and 
the consequent reduction of long-term interest rates in the 
later stages of depression. The amount of free funds avail- 
able for investment after the recession of 1929-33 was af- 
fected by sctcral exceptional circumstances. iThcse were, of 
course, of vaiying importance at different stages of the de- 
pression and die recovery.; The practical cessation of foreign 
lending tended to increase the funds available for domestic 
purposes. On the other hand, incomes were more drastically 
reduced than in previous depressions, and saving by indi- 
viduals v.-as curtailed. Corporate saving was cut sharply by 
the drop in profits, and corporate surpluses were drawn upon 
very generally to maintain dividends. Borrowing on insur- 
ance policies, the cancellation of existing policies and a check 
to the preceding rapid advance in new business of life insur- 
ance companies reduced the amount of investment funds 
from this important source. The net effect of these changes 
was a substantial reduction in the fund of savings available 
for investment. 

\et, in spite of a decline in new savings and some reduc- 
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terials, of processed goods intended for use in capital equip- 
ment and of all commodities, at wholesale, are indicated by 
the measurements in Table 45. 

T A n I, E 45 

ARTICLES OF CAPITAL EQUIPMEN'T AND ALL COMMODITIES, 
PRICES AND PURCHASING PO\VER, JULY 1929— JUNE 19361 

A. Movements or tVnoiT-SAi.E Pp.icxs 

]tily Feb. July Oct. May Sept. May Dec. Apr. June 
It)', 3 ^933 ^933 ^934 ^934 ^935 >935 >93^ >93^ 
RECESSrO.y as^d recovery 


All commodities 

100 

02 

^ <* 

71 

77 

8t 

S3 

84 

82 

82 

Articles of capital equip- 
ment, processed 

100 

79 

79 

82 

89 

S5 

S5 

S5 

S5 

86 

Building materials, total 

100 

7G 

8} 

83 

89 

S7 

86 

88 

S7 

88 

RECOVERY 

All commodities 


too 

>17 

121 

125 

i 3 « 

131 

>35 

>33 

> 3 = 

Articles of capital equip- 
ment, processed 


100 

100 

105 

112 

108 

loS 

to 3 

loS 

loS 

Building materials, total 


100 

1 1 1 

> iG 

JiS 


114 

iiG 

>>5 

itG 


B. Chanced in rr.p. Unet Pukciiasinc Pov.tp 

July Feb. July Oct. May Sept. May Dec. Apr. June 
>9-9 >933 >933 >933 >934 >934 >935 >935 >93^ >93^ 
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.All commodities 

100 

100 

100 

100 

100 

too 

100 

too 

100 

100 

Articles of capital equip- 
ment, processed 

100 

J28 

log 

1 10 


106 

102 

102 

104 

>04 

Building materials, total 

100 

123 

1 iG 

118 

iiG 

loS 

101 

>05 

106 

>07 

RECOVERY 

.All commodities 


100 

too 

too 

too 

zoo 

too 

too 

too 

100 

Articles of capital equip- 
ment, processed 


100 

86 

86 

9^ 

83 

80 

80 

81 

82 

Building materials, total 


100 

95 

gG 

91 

83 

85 

85 

87 

87 


1 For the full series of index numbers sec Appendix It'. 

’Articles of cnpital equipment, processed' and ‘building materials, total', 
in this table, arc mutually exclusive categories. Logically, most of the com- 
modities in the latter group fall under the first, more general heading, but 
for some purposes a distinction is useful. Tlic trvo groups rvere combined in 
certain tables in Chapters II and HI. 
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during the suinincr of iQjpi when drought conditions were 
giving a fillip to the prices of agricultural products. 

The comparisons on the 1929 base, in Table 45, may be 
supplemented by others, on a preAVar base (Table 46). The 
purchasing potver figures indicate that goods for capital 
equipment and building materials retained, in June 193G, 
a considerable advantage over commodities in general, 
though the wide margin of February 1933 had been reduced 
materially. The real worth, per unit, of processed goods for 
use in capital ccpiipmcnt stood 14 per cent higher than in 

T A It I. r. .} G 

IXUni’MENT .AND lUnLDl.VG M.VTERIAI-S 
I'ER i;.NIT I'tJRCIJ.ASING I’OtVKR, I 9 t;j-i 9 ; 5(3 

July Feb. Apr.Jisne 

lot) jp:p ip)) ip)6 ip)6 

J’rotluccrs’ goads for use in c.ipit.'il ctjuipniciu, 
processed 100 107 131 113 n.} 

Uiiilding inateii.Tls too iss 150 130 131 

1913; building materials were 31 per cent higher.^ This 
condition rci^rcscntcd substantially higher costs than in pre- 
War days. Their relation to other factors affecting activity in 
the capital goods industries is discussed in a later section. 

Additional information is available concerning cost 
changes in several important subdivisions of the capital goods 
market. The index numbers of building material prices, in 
Table 46, relate to but one type of building costs, and even 

The index numbers for processed producers* goods for use in capital equip- 
ment, which are constructed by tbc N'ational Rureau of Economic Research, 
have been deflated by the National lUircau’s index of wholesale prices. The 
indexes of jniccs of building materials were secured by splicing index num- 
bers of tbe U. S. Bureau of Labor Statistics for the jseriod 1913-29 with 
index numbei's of the National Bureau for tlie succeeding years. The deflat- 
ing index was obtained by splicing the ‘all commodities’ index numbers of 
tbe Bureau of Labor Statistics and of the National Bureau, for the same 
periods. 
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Iicre the coverage is not complete. For certain structures 
measurements of changes in actual construction costs, includ- 
ing labor costs, are to be had. The problem of measuring 
such cost movements is troublesome, because of chanmno' 
engineering practices, leading to shifts in the relati\-e im- 
portance of labor and material costs, and difficulties in the 
■w'ay of measuring labor costs during a period of changing 
efficiency and shifting rvage scales. General movements may 
be follotved with reasonable accuracy, ho^vever. 

Several indexes designed to measure clianges in construc- 
tion costs are brought together in Table 47. '\Fhen labor 
costs are combined tvith die cost of three basic materials, as 
in die first set of measurements in diis table, we secure an 
index shonnng a someirhat smaller decline during recession 


TAHLE -17 

CONSTRUCTION COSTS AND WHOLESALE PRICES IN THE UNITED 
ST.-VTES. JUNE igag-JUNE 19361 

Ji/iic Mar.JuucJtiiu' Sept. Mar. Dec. Mar. June 
ipep ipss ^ 93 -! 1955 1935 ^936 1936 

RECESSION AND RECOVERY 


Basic materials and labors 
Construction of a standard 

100 

77 

79 

97 

9S 

9-1 

95 

9S 

99 

concrete factory building s 

100 

S7 

fid 

93 

93 

93 

93 

9-1 

9S 

-All commodities, rrholesale 

100 

03 

C9 

79 

Sa 

?3 

8-1 

S3 

83 

RECOVERY 

Basic materials and labor - 
Construction of a standard 


100 

105 

is 6 

1=7 

123 

123 

1=7 

1=9 

concrete factory buildings 


100 

102 

107 

107 

107 

107 

108 

no 

All commodities, wholesale 


100 

109 

ia 6 

130 

13 = 

131 

132 

131 


1 The dates shoivn here differ from those in other tables because the index 
of costs involved in constrticting a standard conaete factory building is 
arailable quarterly only. 

: Index of the Enginecnng Nara-Rcrord, whicli is based upon the costs of 
steel, cement, lumber, and the rvage rates of common labor lepoited fiom 
about £0 cities. The prices are rveighted on the basis of total production of 
steel, cement, and lumber, atid the total amottnt of labor (man hours) used, 
s Index of the Abeilhaw Consuuction Company. 
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ened during the period of declining pi'ices. Prices and ^rage 
rates are subject to a degree of control in this field exceed- 
ing tliat found in most areas of economic activity, and offer 
gTeater resistance to downward revision. The advances of 
recovery in constniction costs ts'ere somewhat smaller titan 
those in general ■wliolesale prices, but tliey were sufficient to 
leat'e such costs in the summer of 1936 higher in relation 
to the general price level titan in 1929. In June 1936 the 
average cost of basic construction materials (steel, cement 
and lumber) and labor, togetlter, t\*as more titan twice as 
high as in 1914. 'When account is taken of all the costs of 
constructing a standard concrete factory building, the Jitne 
1936 level was approximately S2 per cent higher titan in 
1914. The level of general tcholesale prices teas 25 per cent 
higher. The difference is sigitificant. even when account is 
taken of die difficulty of securing accurate measurements of 
changes in ivages and prices over dtese tw*enty-tico years, and 
of dte corresponding margin of etTor in dte results.® 

6 C. F. Lambei't has constructed measurements of tlie cost of reproduction 
(netc) of five types of public utilities plants, trhicli may be used to supple- 
ment the Aberthaw index of the cost at dilferent dates of building a stand- 
ard concrete factory building, 

INDEX NUMBERS OF THE REBRODUCTION VALUES (NEtS*) OF 
FIVE CO.MPLETE UTILITIES * 



jpjj; 

70:3 

Ipso 

20^0 

ipsi 

loss 

•ip.u 

^Ps-f 


IVatcnvorks plant 

100 

176 

iSo 

»7; 

167 

155 

1.59 

176 

176 

Electric light plant 

lOD 

172 

17S 

169 

»r.s 

142 

151 

169 

16S 

Street r-ailway sj'stcm 

JOO 

iSi 

170 

167 


144 

144 

154 

155 

Natural gas plant 

100 

»7i 

laj 

iSi 

176 

166 

169 

iSl 

iSo 

.■Vrtilirial gas s\-stem 

\oo 

iSi 


176 

i6S 

157 

163 

17S 

179 

"Wholesale prices 

lOQ 

MS 

MS 

154 

115 

100 

103 

117 

124 

source: C. F. Lambert, 
(ipgh ed.). p. 2S. 

Enginrcrittg 

A'cii's- 

-Record, 

'Construction Casts’, 


* Includes a small fixed price for land. 

The costs, in tpg-,. of reproducing four of the five plants here listed, were 
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Detailed figures on railroad construction costs and on tlte 
cost of lailioad et]uipnient are compiled by tlie Interstate 
Commerce Commission. The evidence is illuminating and is 
■worthy of attention. 

The three main elements of railroad consti'uction costs 
fell from 1929 to 1933 by amounts ranging from iS to 21 
per cent. Road costs and general expenditures trere only 
slightly higher in 1934, but equipment costs advanced ma- 
terially. and stood trell above tlie level of -vrholesale prices. 
There is some variation among tlie elements of equipment 
costs: non-steam locomotives were at substantiallv lo-^ver cost 
levels tlian other fonns of equipment. This detailed cross- 
section of an important subdivision of capital costs is prob- 
ably fairly representative of heavy equipment. Costs were 
reduced considerably, but die reductions lagged behind the 
fall in wholesale prices at large. 

The price advance that started in 1914 iras, in effect, a 
great tide, diat carried up to netr levels practically all the 
prices and costs that define ivorking and trading relations. 
'When it receded after fifteen years it left many elements of 
the price system at these high lei’els. The reasons are many, 
but here it is sufficient to note die natural tendency to go 
■widi a tide of rising values, and to fight die cun'ents of the 
ebb. when prices are receding. 'When strategic position makes 
strong resistance possible on the part of certain economic 
elements, or tdien entrenched costs may not readily be re- 
duced. successive flow and ebb are certain to leave just sucli 
major price discrepancies as existed in 1933. and idiicli per-- 
sisted. for many gTOups. into 1936. Among the elements 
marked by notably high costs in 1936 -were diose entering 
into the construction of permanent industrial equipment. 
'Whether we judge diese by 1929 or by 1913 standards ire 
find prevailing costs in diis field to be ivell above the level 
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of prices in terms of which most economic activities are 
now conducted.® 

The discussion of price and cost changes among capital 
goods, with reference to the demand for new equipment, in- 
volves the question of obsolescence. Ob.solescence, as distinct 
from the physical process of depreciation, may arise from 
invention, from improvement in designs or materials, from 
such a shift in operating conditions as is caused by changes 
in wage rates, or from a reduction of costs in the production 
of capital goods which enables producers to replace old 
equipment by new instruments carrying a lighter burden of 
capital charges. (Tlie term ‘replacement’ is used, of course, 
with reference to the economy as a whole, since a producer 
already provided with equipment would not buy new equip- 
ment of the same type merely because the price fell. Com- 
petitive replacement, however, may substitute a low-cost pro- 
ducer, using new e([uipment. for a high-cost producer, with 
old equipment.) Thus a sharp reduction in costs may render 
obsolete much old equipment which, with respect to physical 
depreciation alone, might have long remained in operation. 

Much of the capital equipment with which we entered 
the recession of 1929-32 had been jnoduced at the relatively 
high costs of the preceding decade. The writing-down of the 
capital charges borne by such equipment is a painful process, 
seldom carried through rigorously in default of the actual 
reorganization of industrial enterprises. This writing-down 

s Of course, we should recognize tli.it improvemetits in the quality and 
efficiency of capital equipment iniglu have paralleled and in some degree 
offset the advance in costs. Some tendency in this direction was undoubtedly 
present, and for many specific instruments actual declines in costs occurred. 
But the bulk of the commoditias included in the group ‘articles of capital 
equipment, processed’ arc not highly fabricated instruments: they arc articles 
at an earlier and less specialized stage of fabrication. There is little reason 
to believe that quality changes in them would offset the price differences to 
which attention has been drawn. 
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wns not carried tin'ongh in any complete manner during tlie 
recession, and the recovery measures, in general, -were aimed 
at tlie prevention of liquidation and reorganization. These 
measures may ^v’ell have been thoroughly justified, in tliis 
respect, since ^rholesale reorganization effected over a short 
period may mean general economic demoralization. But the 
result ^vas to leave the economy •udth a heavy burden of 
o^•erhead charges, ^rhich tended to pre\'ent a dotvnn-ard re- 
adjustment in die selling prices of finished goods. 

'^Ve have noted one odier mediod of effectins: reduction 
in overhead charges after a general price decline, a mediod 
more gradual in its iv’orking and for this reason less painful 
in its incidence. If the costs of producing indusudal equip- 
ment in the succeeding peidod of loirer prices are reduced 
in proportion to the general price decline, die purchase of 
neiv equipment may be attractive and profitable, even in die 
face of sub-normal demand for consumers’ goods and a con- 
siderable carry-over of old equipment. Neir, loiv-cost equip- 
ment in die hands of nei\- business enterprises contributes in 
fwo ivays to die enforcement of loiver prices to final consum- 
ers. It can'ies loirer oi^erhead charges, and its product may be 
sold at lower prices. Furthermore, competitive pressure from 
this source forces tlie imting-doivn of the high cliarges diat 
hai^e been carried against die old equipment produced prior 
to die recession. Lower overhead charges and loiver prices 
contribute to diat suniulation of a higher volume of sales, of 
production and of employment diat is die basic condition 
of enduring recovery. 

The process is painful, of course, to diose producers idiose 
equipment ivas built at die high prices of die pre-recession 
peiiod. but it is an essential part of die process by whicli a 
competidve economy may be made to function efficiendy. 
The relatively high costs of neiv construction and of some 
forms of capital equipment diat pei'sisted in die face of die 
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though the latter were abnormally high the falling off is 
significant. There is no doubt that depreciation and obso- 
lescence had been at tvork during the ndiole period of reces- 
sion and depression, and that a potential replacement 
demand of considerable proportions existed in the capital 
goods markets in 1935. 


Availability and Cost of Capital Funds 

Direct market costs constitute but one of many factors that 
shape the decisions of prospective buyers and builders of 
capital goods. We hare already referred to tlie influence of 
prevailing interest rates. It irill be helpful, in considering 
the state of actit'ity in capita! goods industries during the 
last several years, to give some attention to variations in the 
amount of available funds. 

Changes in some of the elements entering into the aggre- 
gate of funds at'ailable for investment are indicated in Table 
49. These items fall far short, of course, of covering the entire 
field of savings, but they reflect changes in certain major 
elements. From 1930 to 1932 there was a steady depletion of 
saving’s, as here represented. Savings deposits declined, the 
assets of building and loan associations were reduced, and 
corporate surpluses -were dra'wn upon heavily. (We have 
used, of course, a net figure for corporate savings. Many indi- 
vidual corporations may \vell have added to their surpluses 
in these years.) The amount of premiums received by life 
insurance companies kept up very -well, but this favorable 
condition tvas partly offset by an increase, from 1929 to 1932, 
of almost one billion dollars in the amounts paid to policy 
holdei's on account of surrendered policies. Reductions in 
most of these elements persisted into 1933, but irith lessened 
force. By 1934 savings deposits tvere increasing, the rate of 
decline in corporate surpluses had been greatly reduced, and 
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T A n t. r, 4 9 

CERTAIN MAJOR ITEMS OF SAVINGS IN THE UNITED STATES, 

{miUiom af dalliin) 
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+718 

+ '57 
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.savings ■< 

+ 1.123 

—3.909 

— 5.877 

—C.gGG 

—2,796. 
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> scjUKcr.: Savinj^s Division, American Bankers Association 
ssouRci;: U. S. BniUlin^; and Loan League 

a soimci.: Spectator Co. Tlie ig^i and 1935 figures arc estimated on ihc basis 
ol data compiled by the Association of Life Ittsurancc Presidents, 

< Based on 'I'reasnry figures and derived by ilic Department of Commerce. 
Sec Sunicy ol Citrrcut Huiiurss, July 193G. 


the premium receipts of life insurance companies were swell- 
ing again. 

The actual supply of private and corporate savings was 
curtailed during the first years of recession. Indeed, with 
sharp reductions in earnings and incomes and heavy capital 
losses as a result of failures and defaults, this was inevitable. 
But saving persisted during the depression, and its effects are 
manifest in the records. 

Some indication of the changes recession and recovery 
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have brought in the cost of short- and long-term funds is 
given in Table 50. ^\'hen tlie recession begun rates on short- 


TABLE 50 

BOND YIELDS, DISCOUNT RATES AND INTEREST RATES, 1950-1956 
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Frb. 
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jp}6 
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Bond yields 1 









.•til bonds (6 q) 


4 - 7 .S 

5'75 


4.56 

4.65 4.52 

4.11 

5-90 

5 *94 

Industrial bonds 

(» 5 ) 

5.09 

7.60 

6.16 

5*20 

5.2s 4.65 

4-54 

4 -SS 

4*44 

Call loan renetval 
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1.00 .25 

•75 

•75 

1. 00 

Prime commercial 

paper. 



iti- 






4-6 months 


6 

m 

Ui 
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5 ' 

N. Y. Federal Reserve 









Bank, discount rate 

5.00 

2.50 

S.50 

1.50 

J.50 1.50 

1.50 

1.30 

1.50 


1 As computed by the Standard Statistics Company. 

term loans were relatively high, but long-tenn rates (as 
represented bs’ at'erage bond yields) trere barely above tlie 
average for die eight years preceding. (The yield on 60 do- 
mestic bonds had averaged 4.72 per cent from 1922 to 1929.) 
The lotrering of rates diat depression usually brings is evi- 
dent in die shorl-tenn series, whicli had fallen to vert' low 
levels by February 1993. The decline in bond peldsand die 
coiTesponding reduction in die cost of new capital funds 
tvere cliecked by banking difhciildes. domestic and foreign, 
in 1991 and 1952. and by a wave of fear diat carried bond 
prices to unprecedentedly loir levels. This is reflected in the 
high t-ields (pardcularly on industrial bonds) diat persisted 
through 1933. By 1934 all rates ivere loirer; short-tenii com- 
mercial rates fell beloir one per cent. 

In spite of the persistence of loir rates through 1935. 
activity tras slotv to revive in die markets for capital funds 
and in die heatw industries diat are fed by diem. On die 
financial side, diis condition is revealed by the figures on 
neir corporate issues in die United States. These records,. 
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compiled by the Commcrcinl find Financial Chronicle, nve 
given here in millions of dollars. Between 1929 and 1933 the 
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issues of new capital— the significant figures with respect to 
new activity— fell to a negligible fraction of their normal 
volume: this low state jiersisted through 193.1. In 1935, par- 
ticularly in the latter half, the flow of investment funds into 
use cpiickcned apjjreciahly. and this movement carried into 
the next year. During the first six months of 193G new cap- 
ital issues of corporations amounted to .jfig millions of dol- 
lars, a figure greater than that for any corres])onding period 
since 1931. Totals remained low, by jne-recession standards, 
hut savings were again moving into use. 


t’KOnUCTION OF CAl’lTAl. GOODS 

The records of the physical volume of output provide the 
final index of activity in capital goods industries. Compre- 
hensive statistics covering the production of finished capital 
goods of all sorts are not available, hut the degree of decline 
in their production during the recession is indicated in Table 
51. "While the outiiut of manufactured consumption goods 
was dropping some 20 per cent, from 1929 to 1933, the pro- 
duction of capital equipment declined by amounts ranging 
from Go to 80 per cent, for the several types of activity repre- 
sented in Table 51. 

Against this background of recession in physical output 
Ave may view the events of recovery. For this jDeriod \ve lack 
the comprehensive index numbers of manufacturing output 
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TABLE 5 1 

PRODUCTIOX OF CAPITAL GOODS, 


Output of ptx>ducts of iunmif;tcture cnteving into 
capital goods 1 
Capital equipmeut, general 
Consiruction rnaierials 
\'olume of engineering construction i 
\'olume of non'Cesidential building spaced * 


IQZp 

rp5i 


100 

49 

40 

lOD 

57 

4 ' 

100 

% 


100 

43 



1 Index numbers consiructexl by the Xaiional Bureau of Economic Research 
from records of the Census of Mannfacinies. 

-Index constructed from the compilations of the Engincfring A'tars-Rcrord; 
total ruhie of engineering coittracts auardexi defiatevl by £.*!g!:;ccr:;:g .VtTvs- 
Rtrrord index of construction costs. 

Compiled by the F. \V, Dodge Corporation from actual contract records in 
the 37 stales east of the Rocky Mountains, 


that ai'e based upon Census records, but various representa- 
tive figures serve to indicate the general nature of the 
changes. In following the moi-ements of recot ery tve may 
use montlfly data, drnivn from several fields (Table 52). 

T ,V B L E 52 


PRODUCTIOX OF C-VPITAL GOODS. JCLY losct-lCXE 1056 
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1 Aggregate mine of contracts arcarvied. as compilcvi by the £r:g:xr«-r;.xj 
-Ve:r.t--Reford, deflated by the Crtgincfrirtg A etrs-iterrru' index 01 rous.rrtc- 


tion costs. 

r Compiled bv the F, "W, Dodge Corporation, 

s Pnbli.shed in the FenV.mJ Resrr.r Br.Ueii:'.: not .adjusted for seasonal mov 


nients. 
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of capital goods, to tlte forces of recorery is reflected in the 
volume of non-residential building. Not until die last half of 

1935 did diis industry feel a real stimulus. In die first half of 

1936 activity in the constiuction of industrial buildhicrs re- 

^ O 

mained more dian 50 per cent below die 1929 level. 

Comparison of Production and Price Movcrnents, Durable and 
Non-Durablc Goods 

The category of durable goods is not the same as that of capi- 
tal equipment, and precision of analysis is lost by treating die 
two as idendcal. The first of these classifications is. of course, 
die broader, including all capital equipment plus very important 
classes of durable consumption goods, sucli as automobiles^ re- 
frigerators, radios and residences. An essential difference betiveen 
the two gi'oupings is that capital goods are instruments employed 
in the production of furdier goods, which idll in turn enter the 
market for sale to odier producers or to final consumers. A piece 
of pei'sonal equipment may be just as long-lii-ed, but its role in 
an economy marked by division of labor is fundamentally dif- 
ferent, since its products do not enter the mai'ket. The conditions 
surrounding die production of the nro classes of goods aie some- 
ivhat similar, however, and they are alike in that the demand 
for bodi capital goods and durable consumption goods is rela- 
tively elastic. Their respective modes of beharior dining periods 
of recession and recoi'ery have mudi in common, and differ in 
similar rrays from the behaiior of non-durable goods. This con- 
trast. in respect of price and production movements, is brought 
out in Table 53. and in Figure 14. 

Sharply declining production and relatively -well maintained 
prices diaracteiized die behador of durable goods during reces- 
sion. Among non-durable goods production snffei ed less severely: 
the diief force of i-ecession fell on prices. Reasons for the dif- 
ferences, as has been suggested, are found pai'tly in the condi- 
dons of demand for diese two dasses of products. The buyers of 
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II CURE 14 

CHAN’GKS IN PRICKS AND PRODUCTION, MANUFACTURING 
INDUSTRIKS OF TIIK UNITED STATES. 192^-1936 
Duraiile and Non-duraiii.e Products 
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TABLE 53 

PRICES AND PRODUCTION OF DURABLE AND NON-DURABLE 
PRODUCTS OF MANETACTURING INDUSTRIES, 

JULY igsff-JUNE 1936 
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July 
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1 source; National Bureau of Economic Research: see Appendix IV 
- source: Board of Governors of the Federal Reserve SsTtem, Washington: see 
Fcdcrol Reserve Bxiltctin 


durable goods, \vhctlier for ptrtductive or pei’sonal use. may post- 
pone their purdiases and withch-atv from the market to a degree 
tliat is not possible to buyers of non-durable goods, in general. 
This withdrawal from the market is forced upon btiyers of cap- 
ital equipment by declining demand for the consumption goods 
tlie equipment is designed to produce. It is the readiest alterna- 
tive to buyers of durable consumers’ goods rvhen their incomes 
are reduced and doubts concerning ilieir future spending porver 
are instilled by general business recession and depression. Other 
conditions on die supply side work in tite same direction. Pro- 
ducers of non-durable goods are. in general, less able to control 
supply and to protect prices than are producer's of capital equip- 
ment and other durable goods. Perishability of product is. to 
some extent, a factor in this situation. More important,, prob- 
ably, is the lack of agreement and common practice among the 
many scattered producers of tire raw materials that enter into 
noir-durable goods. 

The responsiveness of demand for durable goods to clranges in 
I'eal income and iir economic outlook is reflected in the sharp 
rise in production during the early months of recovery. (This 
pick-up rras felt primarily among dirrable consumers’ goods, 
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of filial consumprion. Ei'eri' industrial order is ^ared to 
acdi-ity invomng a certain average time interval benveen 
effort and consumption. In genera.1. witli economic groivtli 
and steaay teclinical improvement, this intertal is subject to 
slotc expansion. A continually increasing proportion or the 
atnilable labor and equipment is used in the indirect activi- 
ties of production tliat aim toavirds a, future date. This 
change is slow, and the economic shifts required for adapta- 
tion to it nia.y be effected without particular strain. But irhen 
recession and depression bring a sudden, sharp contraction 
in diis interml. prompt and painless adaptation is impossible. 
Large iitiiiibers of men and machines are tliroira out of 
work. Recovery requires eitiier a restoration of the con- 
fidence and die teclinical conditions that make possible ac- 
diity based on the longer dine spaa, or adapradon to tecli- 
niqnes resting upon die shoner (and less emcient) time 
span. The first of these is diaraccerisdc of the recoveries that 
occur in a progressive economy: it is rvith the condidons of 
such reiiinls that ive are concerned, in revieiving the recent 


hisioiw of capital goods industries in the L'nited States. 

^Ve may distinguish three aspects of a recovery of this t}-pe 
— ^reviving dem.and for consumers goods, profit opportuni- 
ties in die use of new capital equipment, and confidence 
essential to the making of reladvely long-term commitments. 
Dtirinst depression there is. of course, an actual diminudon 
in the volume of consumers' goods produced, althoug'a a 
mucli larger proportion of the productive energies of soaety 
actuallv in use is devoted to their oitcput. ith recover}' 
consumers' goods industries redve. In the present state or 
onr knoicledtte of business cycles tve may not s?.y that tnis 
revival of consumer demand must necessarily precede re- 
neived acdvitv in die protrucdon ot capital goods. Obso- 
lescence. combined idth low costs of tunds and materials. 


niav lead to renewed activity in capital gooas industries wnile 
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consumer buying remains at depression levels. But such ac- 
tivity is promptly reflected in consumer incomes, and there- 
after the process of revival is marked by reciprocal stimula- 
tion of activity in these two fields. 

A host of factors affect the opportunities for profit in the 
use of new capital equipment. The expected market for the 
final product, the supply of existing equipment in relation 
to the present and potential demands upon it, the carrying 
charges it bears, the relative technical advantage enjoyed by 
new equipment, the costs of capital, materials and labor for 
its construction, are all elements of the situation. These vary 
in importance from time to time. Actual construction costs 
may be given slight weight at ccrtairi times, because rela- 
tively heavy advantages of other types exist. This appears to 
have been true prior to 1929, when liigh costs were cheerfully 
paid in the face of low capital charges and expectations of 
sharply expanding demand for final jjroducts. 

‘Confidence’ covers those intangible elements that deter- 
mine the time span in terms of which human calculations 
may be made, with reasonable expectation of fulfillment. 
It is essential to activity in the capital goods industries that 
they who solicit capital for the building of equipment have 
confidence in their ability to use funds profitably, over a 
period of time. Tliis is the primary consideration, for it is 
the decisions of this group that determine whether available 
funds will be used or not. In addition, men with accumulated 
funds and with credit facilities at their disposal must have 
confidence that their funds ■will be returned to them, and the 
annual use-value received. Fears concerning the stability of 
social or political conditions and doubts relating to mone- 
tary or other economic matters may chill this confidence, 
shortening the interval for which men care to commit dis- 
posable funds. 

The several factors just named are but a fetv of those that 
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affect industiics devoted to tlie construction of industrial 
plants and the production of the capital equipment of so- 
ciety. Man s forward planning is embodied in tlie elaborate 
instrumental equipment that has no value except tl\at ^\’hicll 
runs hacltward from tlie date of its future fruition. Forces 
released by consumer buying are centered upon tlie capital 
goods markets, and dieir fluctuations appear tliere in inten- 
sified form. A variety of technical influences, related to die 
process of saving and to the in\'estnient ineclianism dirough 
iriiich savings are converted into plant and equipment, affect 
economic processes in this area. Here is die heart of modern 
industrialism. Here are focused die litde understood forces 
that shape the operations of modern economies and detei’- 
inine the living standards of populations. 

Some of the economic conditions affecting capital goods 
industries prior to the recession of iqeq and at the loir point 
of the succeeding depression have been outlined in diis and 
preceding chapters. In summary of these points, ire may note 
die follois'ing: 

Relatii’ely heavi- production of capital equipment during the 
decade of the 'tirenties was stimulated by die pace of indusuial 
expansion and bi' the cheapness of long-teini funds. This pro- 
duction iras in some degi'ee misdirected and irasteful, and may 
irell liave been excessive even in relation to die rates of groirdi 
cliaracteristic of this period. "W'e lack criteria that would make 
possible a definite judgment on this score. However, diere can 
be no doubt that the clieck to diis groirdi, and subsequent con- 
tracdon. left productive capacity well in excess of the curtailed 
demand of die depression years.“ Demand for consumers' goods 

11 The .ndverse effects of this condition during depression and the e.trly 
stasn^ of recovery were prohahly intensified hr an exaggerated impression 
of hs importatice. and by a faihire to give due weight to the factors of 
depreciation and obsolescence. ‘Over-production and exces> capacity are 
characteristic features of business depressions. Tlie circulation in recent rears 
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had to revive substantially, to supplement the processes of retire- 
ment and obsolescence, before the need for nev/ equipment be- 
came imperative. 

Reduction of carrying charges on plants and equipment during 
recession and depression was rendered especially difficult by rea- 
son of the relatively high costs of construction that had prevailed 
among capital goods during the post-War expansion, by the 
magnitude of the price decline from 1929 to J933, and by the 
severity of the drop in output. High costs of materials and labor, 
■which had looked inconsequential in the heyday of prosperity, 
meant capital charges altogether out of line v.-ith the prices of 
1932 and 1933. The ver\- severity of the price drop rendered it 
impossible, in general, to effect an adjustment of capital charges 
to the new price level by drawing upon reserves and contingent 
funds. Combined with this was the great decline in the number 
of units produced, which made the carrying charge on each unit 
mudi heavier than it would have been with a v/ell-maintained 
volume of production. 

In 1933 average overhead charges, per unit of goods produced 
by manufacturing industries of the United States, were about 
11 per cent lov.’er than in 1929. This v.-as an appreciable reduc- 
tion, in view of the obstacles faced, but it fell far short of equal- 
ing the changes among all other elements of the final selling 
price of manufactured goods. 

Capital losses, the reduction of current income and the drain 
upon corporate surpluses as a result of maintaining dividend 
payments in the face of reduced earnings all served to lower the 
amount of sarings available for investment during the depression 
years. Current requirements for new capital funds were reduced 
still more sharply, however. In relation to demand, there was 
no shortage of accumulated funds during the depression. There 
was, however, a period of profound financial fear, ushered in by 
the failure of the Credit Anstalt, in the autumn of 1931, and 
extending through the banking crisis of 1932-33 in the United 


of fabulous accounts of the productive caparity of American industry may 
have Helped to discourage new enterprice in this field. 
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We have discussed above tlirce elements of recovery in 
the capital goods industries, reviving demand for consumers’ 
goods, opportunities for profit in the use of new capital 
equipment, and the confidence essential to the making of 
long-term commitments. Between 1933 and 1936 consumer 
demand recovered notably. All available records— wage dis- 
bursements, department store sales, etc.— indicate definite im- 
provement. Relief and benefit disbursements by the Federal 
government and disbursements connected with the public 
■ivorks program played a considerable part in this movement, 
but private industry contributed as well. This considerable 
improvement failed, however, to restore a volume of buying 
approaching that of 1929. In 193.] the total purchasing power 
of farmers was about 76 per cent of that of 1929: the aggre- 
gate purchasing power of manufacturing labor was approxi- 
mately 73 per cent of 1929. In 1935 the corresponding figures 
were 83 and 81 per cent.‘* It is true that these were two of 
the most severely reduced elements of total consumer de- 
mand, but they were two of the most important, in aggregate 
volume. Even after three years of recovery the total flow of 
goods to consumers remained well below the pre-recession 
level. 

Lack of confidence played a part in the stagnation of cap- 
ital markets and the delayed recovery of capital goods indus- 
tries during some stages of the revival from 1933 to 1936. 
Fear of continued liquidation and the urge for liquidity on 
the part of financial institutions were important in the early 
stages. Later, uncertainties connected witli dollar devaluation 
and fears of inflation arising from the unbalanced state of the 
Federal budget affected some investors. These various doubts 
contributed to make prospective investors more careful than 


Both sets of figures relate to changes in estimated money income, corrected 
for changes in the prices of goods purcliased. 
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tliey had been before 1929' Funds were not fighting for use, 
inespectire of risk and of the responsibility of tlie borrotver. 
But credit reserves and savings were accumulating. By the 
middle of 1934 tlie pressure of funds seeking use had spread 
out from die shoi't-term market (in trhich rates had long 
been abnormally loir), and bond yields fell below die average 
of the eight pre-recession years. Lack of confidence on die 
part of lenders did not play any appreciable role diereafter. 

After die panic phase and die period of monetary' uncer- 
tainty ivere past, the delayed recovery in capital goods indus- 
tries appears to have been due primarily to die failure of 
prospective borroivers to discern opportunities for profitable 
use of new equipnient.^^ These opportunities irere not pres- 
ent during die first tivo years of recoi'ery. except in isolated 
areas, for tivo main reasons. In the first place, die productive 
capacity of the equipment in existence in 1929 icas in general 
adequate to die requirements of the subnoniial consumer 
demand. Depreciation occiuTed. of course, and definite tedi- 
nical obsolescence during die period of subiionnal replace- 
ment from 1930 to 1936. But before obsolescence can become 
effective in stimulating die replacement of old equipment by 
neiv. die cost and carrying charges on die neiv, in conjunction 
iritli its efficiency, must offer a real advantage. This was not 
true, in general, of capital goods industries through the early 
mondis of 1935. The obsolescence that becomes real in terms 
of the actual accounting books of business, obsolescence diat 
would lead to die retirement of die high-cost equipment 
caiTied over from pre-recession years, ivas retarded by die 
failure of capital costs to decline by amounts commensurate 
ividi the fall of prices in general. This iras a second and po- 

13 Other factors tvere present. More stringent regul.itions concerning new 
secitritv issue; engendered some reluctance to borrow at one stage. The limi- 
tation of neir equipment under certain NJlA. codes may have been a minor 
contributing factor in a feiv industrial fields. 
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tent factor contributing to the delayed revival of activity in 
industries making productive equipment. By mid-summer of 
1935 the cumulative effect of stronger consumer demand and 
of an improved relation between capital costs and general 
prices had combined to effect an appreciable improvement in 
this sector. I'he effects of this improvement were clearly 
evident in the subsequent stimulation of the heavy industries. 



CHAPTER Vin 


CONSUMERS' GOODS IX RECOVERY 


The "W ar-dme adx'aiice in prices and die subsequent decline 
of 1920—21 left die prices of finished goons — ^ardcles entering 
into capital equipment and goods intended for direct con- 
sumption — on a relatii ely high plateau. A varietv of forces 
had widened the fabricational margin and raised die real cost 
of finislied goods. Bodi labor costs and overhead costs is’ere 
m.aintnined at high levels, in relation to pre-'iW.r standards. 
It is improbable that this ven- subst.antial modification of the 
pre-'iYar situation and of all earlier tendencies ivonld have 
persisted ividiout die aid of fortuitous conditions, already 
noted in CJiapter II. Our exports of consumers' goods as well 
as of capital goods during diis period icere supported in part 
by heavy foreign loans. The funds of .American investoi's in 
foreign securities helped, dius. to sustain the production and 
die prices of finished consumers' goods. Again, speculadve 
profits reaped from die expanding irilues of securities and 
real estate siveiled die incomes of consumei's. Xot all die 


profits actually realized ivere expended on coiEmmers' goods, 
but important elements of the total ivenr into their purchase. 
Furdiennore. taxes ivere being reduced relatively to the 


sivelling incomes of the prosperous gi'oups. Finally, die 
rapidly expanding volume of consumer credit represented 


a new source of purchasing power. The fiow of income 
ing consumers from die ordma.Ty productive-aistn 


reach- 

butive 


processes of economic life ivas thus augmented, auring die 
tiventies, bv important additions, ivaich ivere e-ssentlally 
non-recurring. These additions ivere material lactors m 
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the maintenance, from 1925 to 1929, of a wliolesale price 
level for finished consumers’ goods from 5 to 10 per cent 
above the level of general wholesale prices, with a corre- 
spondingly enhanced level of retail prices. 

Price and production movements affecting consumers’ 
goods during the decline from 1929 to the winter of 1932-33 
resembled those of earlier recessions. Goods ready for con- 
sumption suffered smaller declines than did producers’ goods, 
and so increased in relative worth. This was notably true of 
manufactured consumers’ goods, which in February 1933 had 
a real per unit value 8 per cent greater than in 1929, 14 per 
cent greater than in 1913. This circumstance, together with 
the decline in consumer incomes, reduced materially the 
volume of goods moving into the hands of consumers. In 

1932 the physical volume of manufactured consumers’ goods 
produced was approximately 28 per cent less than in 1929. 
On a monthly basis the decline was even greater. In February 

1933 the output was some 32 per cent less than in July 1929. 

True, the drop in the output of manufactured consumers’ 

goods u’as much less severe than in the production of capital 
equipment or in construction. Indeed, many classes of con- 
sumers’ goods declined but slightly, and retail trade in many 
lines suffered little loss in volume during even the worst years 
of the depression. It would be easy to conclude that the losses 
in the consumers’ goods fields were relatively inconsequential, 
that the depression difficulties originate in and are confined 
to the capital goods industries. But to reason thus would be 
to misread the evidence and, in some degree, to mistake the 
character of the causal relations in a business recession. The 
losses suffered by consumers’ goods industries are reflected 
in intensified form in the earlier stages of the productive 
process and in the capital goods industries. .Vetivity in these 
industries depends ultimately upon the possibility of profit 
in the production and .sale of consumers’ goods. There are 
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circular relations here, oE course. Resti'iction oE investment 
and oE employment in the heavy industries reduces die pur- 
chasing poirer of consumers. But there are strong chains of 
causal sequence running from consumers’ goods industries to 
capital equipment and producers’ goods generally, and diese, 
nuth the amplifications of expansion and contraction that 
accompany them, are important factors in die cyclical move- 
ments of business. It ivould be quite irrong, dierefore, to 
conclude that all the forces initiating recession originate in 
the heavy industries because the contractions in these indus- 
tries are more severe than those in other economic areas. 

The reduction brought by the depression in the output of 
consumers’ goods proper reflected a major decline in die 
living standards of the people of die United States. It ivas 
the physical manifestation of the income losses suffered by 
farmers, industrial and clerical ivorkers and others, and of 
the disparate price movements that helped to jam the indus- 
trial machine. As among different classes of consumers’ goods 
the decline in production ivas uneien. of course. Durable 
consumers’ goods (sucli as automobiles and houses) suffered 
greater declines than non-durable; the output of luxuries fell 
off more sharply than did that of necessities. But ividi ver) 
few exceptions all classes of consumers’ goods suffered in some 
degree. 

The conditions essential to the restoration of a normal 
I’oluitie of production of consumers’ goods irere many and. 
complex. Our concern at the moment is icitli those diat are 
directly related to price and cost factors. 

A price readjustment that ivould raise the aggi'egnte pur- 
chasing poivcr of consuming groups ivas urgent at the loi\ 
point of tlie depression. Loiv prices of raiv niatei'ials and high 
prices of finished consumers’ goods served, at once, to loi\ei 
the money incomes of important consuming gvoups and to 
reduce tlic volume of goods that tlie money incomes ivonld 
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buy. Some of the conditions affecting the prices of raw ma- 
terials and of fabricated goods have already been touched 
upon. We have seen, in particular, that the high relative 
prices of finished goods were in part due to reduced volume 
and to the dilficulty of lowering overhead costs to the depres- 
sion level of general prices. Here we have an example of the 
vicious circle of high prices, with resulting low output and 
sales, and of high costs as a resultant of low volume. Some 
escape from this condition was sorely needed. 

The loss of purchasing power during the depression by 
producers of raw materials was but a phase of a general de- 
cline of the national income, in tvhich all groups shared. 
Between 1929 and 1932 the total national income paid out 
declined approximately ^jo per cent; wage earners and divi- 
dend recipients suffered most severely. A real coiTection of 
the situation of consumers called for the restoration of in- 
comes to the pre-recession level, account being taken of 
changes in the jjrices of the goods for which these incomes 
are spent. This was not necessarily a task of restoring ‘equi- 
librium’ in the economic system. Equilibrium, as a state of 
balance among the various pecuniary quantities equated 
against one another in the distribution of income and the 
exchange of goods, may be effected at any one of an infinite 
number of levels. ^Vhat is required for a high standard of 
living is equilibrium at a high level of activity. A central 
problem of recover)', after prolonged depression, is that of 
breaking the pathological balance that prevails at a Ioav level, 
with e.xcess productive capacity co-existing ivith unemploy- 
ment, and substituting for it a balance at which resources are 
more fully utilized and standards of living among all pro- 
ducing groups are high. 

When economic activity has fallen to a low lev'el, say with 
high prices and low output on the part of one trading group, 
low prices and high output for another group, a strong stim- 
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iihis is needed to break tliese relations. For. in default of a 
definite push, a cotTection of these conditions mav be long 
deferred. Cnri'ent buying pon-er is balanced against goods 
currently offered for sale, and since the bindnsc power arises 
from tlte operations of producing these goods, subnormal 
activity may persist for a long period. A stimulus mav come 
from outside the economy, as from heavy foreign orders, or 
from a dianged outlook that leads otiier producers or consum- 
ers to gamble on the ultimate realization of more income than 
is tlien in sight. (Other slowly-germinating internal forces 
may make for ultimate expansion, for the state of balance at 
the low lev'el is not necessarily a long-run balance.> The 
elasticity diat makes it possible for such a ch.anged outlook 
to affect curreirt trading relations derives, of course, from the 
credit medianism. which can provide bining power before 
anticipated income is actually re.alized. Given a stimulus 
ai'ising from one of diese souixes. price relations may be mod- 
ified and equilibrium in terms of a higher physical output 
adiieved. 

The problem of breaking die vicious cirole of low output 
and low purchasing power has another importamt aspect. In 
a money ecouomv a laige portion of the suras that represent 
disbursements of purchasing power on the one hand repre- 
sents costs on the other. Salaries and wages on the producers 
account books are costs, and must be covered by receipts from 
the sale of goods produced. If we could ignore die dme lag 
involv'ed vce might say diat in a completely dosed system, in 
which disbursements representing costs of production went 
to preciselv’ die group of pei'sons who constitute die final mar- 
ket for die gpods produced, whether costs (and relatea prices) 
stood on hitjh or low levels would be a matter of indifference 
as regards die current movements of goods. But when the 
disbursements go to a smaller gyotip than those wno buy tne 
products, or a different group, die relative levels of costs and 
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of prices may be of profound importance. For the prices 
necessary to cover higher disbursements may be too high, in 
relation to the current income of tlie consuming group at 
large. Under these conditions an advance in costs and in 
prices may reduce the physical volume of goods sold, or 
impede expansion. Because buying and producing groups for 
the major classes of commodities are not identical, in a mod- 
ern economy, such discrepancies as we have recently wit- 
nessed between costs and prices on the one hand and current 
income on the other may develop. (Time differences enter 
as u'ell, as factors making for discrc])ancies.) In the ultimate 
equations of trading relations these discrepancies are offset 
by adjustments in quantities, downward adjustments tiiat 
mean seriously reduced living standards. Mere are conflicting 
requirements to be reconciled somehow in the process of 
recovery— augmented purchasing potver, on the one side, 
costs and prices adjusted to tiie lower money incomes of con- 
suming groups at large, on the other. Our survey of the for- 
tunes of consumers during recovery must therefore include 
reference to those phases of the recovery program that bear 
upon the cost side of producer-consumer relations. 

Among the problems of recovery -^ve should note, too, the 
situation created by the virtual disappearance of the non- 
recurring elements that Iiad bolstered current purchasing 
power during the expansion of 1922-29. The making of for- 
eign loans by .American investors had practically ceased, and 
the stimulation of the markets for consumers’ cfoods that had 
come from this source was gone. Speculative profits had been 
very greatly reduced. Indeed, capital losses doubtless served 
in some degree to reduce current income available for the 
jiurchase of consumers’ goods, so that an actual negative fac- 
tor ivas introduced. Finally, those important additions to 
current buying power derived through tapping a greatly ex- 
panded reseiwoir of consumer credit, were greatly reduced. 
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Of coin^e, recovery held possibilities of new additions to 
pnrcliasing' power from all tltese sources, but these possibili- 
ties did not look very brigltt at the lot\* point of tiie depression. 

Another problem arises out of tliis last condition. One 
important characteristic of post-I\ ar expa.nsion teas die per- 
sistence of high prices for goods ready for hnai consiunption: 
by all earlier standards die costs to amsuniers of the services 
of fabricators irere high. Recession accentuated the high cost 
of liiing in general and the high prices of consumers' goods 
in particular, but it is important to recall that these costs .and 
prices had been high prior to the rece.ssion. "We have noted- 
one reason whv a high volume of production and relativelv 
high standards of living were possible under diese pre- 
rece.ssion conditions. Abnormal and non-recurring elements 
swelled die cniTcnt int'omes of important consuming giwups 
during die unusual conditions of post-'War prosperity. The 
disappe.arance of these elements raised a re.al question 
whether even pre-recession price relations might alloic a 
restoration of the volume of production ice had knoim at 
the height of the expansion of the 'ticenties. Tliis question 
icill be before us in the discussion of recoi ery. 

The problems of i-ecovery and die conscious program of 
recoverv in terms of ichich the --Vdininistiation acted from 
to imiB centered in a verv real sense about the consumer. 
Perhaps die most critical question teas whether the incomes 
of consumers at large could support an expanding volume of 
activiiv under the ptrice and cost conditions inherited from 
die depression, as modified by the steps being taken under 
the progmms of industrial .and agricultm-al recoveiw. Mone- 
tan' measures, modifications of i\'ages and hours in industri.al 
and commercial enterprise, anti-price cutting efforts, the 
audiorimtion of trade agreements among competing pro- 
ducers. the restriction of agricultural output and the leiyiiig 
of proce-ssing taxes for the purpose of restoring a pre-I\'.ar 
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price parity among agricultural and other producers— all 
these affected the purchasing power of consumers, in some 
respects adversely, in some respects favorably. Some of these 
have been discussed in preceding pages. ‘W'e turn now to the 
price record. 

Price Changes among Consc.mers’ Goods 

In follov.'ing the price movements of recover}', as they 
affected consumers’ goods, we shall deal with changes in per 
unit v.'orth /purchasing power) as well as tvith actual prices. 
The chancres brouejiu about bv rccoverv are shown against 
the iiackground of recession in Table 54. 

During the first five months of rapid advance in geneial 
prices, manufactured goods ready for use by the final con- 
sumer, v.'hicii v.-erc relatively high priced at the low point of 
depression, lagged. Tiieir prices advanced 10 per cent, while 
the general average for all commodities rose 17 per cent. Raw 
consumers’ goods leaped tipv.ards 24 per cent. Over the next 
ten months the rise in the general price level was much 
smaller. .Among goods ready for consumption raw materials 
declined in price, processed goods continued to advance. 
Drought and crop scarcity gave a further fillip to raw con- 
sumers’ goods in the summer of 1934: the next year and a 
half brought a sligiit net decline in their prices. Crop condi- 
tions in the summer of 1936 stimulated a rise to a new high 
level. The price of processed consumers’ goods, hov.'ever, 
showed no net change from September 1934 to June 1936, 
and for all consumers’ goods the rise amounted to less than 
one per cent. 

Chief interest attaches to these changes in relation to ear- 
lier standards, and in terras of per unit purchasing potver. 
.At the low point of the depression ratv consumers' goods were 
some 10 per cent under'/alued, with reference to July 1929 
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relations, tchile the rc,al per luiit worth of processed consimi- 


ers' goods ivas about S per cent higher. By June 1956 the 
index of per unit tconh of rate consumers' goods had ad\'ancen 
to OAt that for processed consumers goods had lallen to loe. 
The index of per unit purchasing power for all consumers’ 
goods had declined from ioa in February ip 5 ? 100 in 
June iq=i6 (the base of reference is July loeo’'. In so far as 
price relations at wholesale define consumers' positions (that 
is, in so far as no increase occurred in tlie price margins of 
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retailers), the adverse buying position in which consumers 
had been placed during the recession had been corrected by 
the early summer of 1936. 

But the 1929 standard is not altogether satisfactory for use 
in appraising market relations. Consumers’ goods had been 
relatively high priced during the entire post-War expansion. 
^Ve shall do well, therefore, to refer the price changes of 
recovery to a preAVar base (Table 55). 


TABI.i; 55 
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For the present purpose the measurements of purchasing 
potver changes are probably more significant than the whole- 
sale price index numbers. An advantage of 8 per cent in 
per unit worth, which consumers’ goods enjoyed in July 
1929, was increased to 12 per cent at the low point of the 
depression. This stood again at 8 per cent in May 1934 and 
in June 1936. The general post-^Var advantage persisted, but 
the special gains of the depression had been erased. During 
depression and recovery, however, the relations bet^veen the 
raw and processed components of the group of consumers’ 
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goods shifted notably. Raw materials ready for consumption 
lost a differential advantage of 15 per cent, -^rhich they had 
enjoyed in July 1929, and were restored by April 1936 to 
approximate preAVar parity ividi commodities in general. 
A sharp rise in the second quarter of 1936 created a dif- 
ferential of 8 per cent. The per unit purcliasing po^s'^er of 
processed consumers’ goods was slightly increased, the pre- 
recession advantage of 6 per cent, on the 1913 base, being 
raised to 8 per cent, in June 1936. The striking post-War 
phenoxnenon of high-priced consumers’ goods, persisted, at 
the last date here shotvn. 

The general picture of the market position of consumers 
may be clearer if ■we bring together index numbers relating 
to three main classes of consumers’ goods (Table 56). The 


TABLE 56 

PER UNIT PURCH.-VSING POIVER, AT AVHOLES.\LE. OF THREE 
CLASSES OF CONSUMERS’ GOODS, 1913-1936 
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measurements relate to changes in the average per unit pur- 
chasing power of goods in each class, as well as all consumers’ 
goods. In prejjaring this table the price index numbers for 
the several groups have been deflated by an index of general 
wholesale prices. 

At the depression low the two food groups were below their 
pre-recession price parity with commodities in general; fin- 
ished non-foods were well above. The net result of recovery 
up to June 193O was somewhat to enhance processed foods 
and food products ready for consumption in raw state (e.g., 
milk and dairy products, and vegetables) and to bring proc- 
essed non-foods closer to parity with other commodities, al- 
though they were still above the average. Some shifts oc- 
curred also with reference to the 1913 situation. Prices of 
consumers’ goods tvere 8 per cent above ‘all commodities’ in 
June 193G, at substantially the July 1929 level of purchasing 
power. Processed food jjroducts stood on a parity with gen- 
eral wholesale prices, and well below the general level of 
consumers' goods prices. Above these, and contributing to 
the relatively high prices of consumers’ goods in general, we 
find food products ready for consumption in raw state. 
Processed non-food products constituted the most high-priced 
element of the consumers’ goods group. In real worth per 
unit these goods stood 18 per cent higher than in 1913. 

The general higli level of fabricational costs was one rea- 
son for this condition. (Quality changes account in part for 
the advance in the prices of manufactured non-food products, 
as has been pointed out elsewhere.) Processing taxes on im- 
portant agricultural products had constituted another force 
making for high prices to consumers up to the end of 1935- 
Also, crop reduction and drought had served to limit the 
supply and to enhance the prices of agricultural products 
subject to processing before being ready for use. Raw con- 
sumers’ goods were not affected in the same degree. The net 
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lesult of all these forces Avas to raise tlie prices paid by con- 
sumers, and, correspondingly, to impede an expansion in 
the volume of goods that consumer incomes might purcirase. 

Lit'i.xG Costs and Retail Prices 

For certain classes of goods ive have records of clianges in 
the prices paid directly by various classes of consumers. These 
are brought together in Table 57. in comparison ivitli mea- 
surements of price changes at wliolesale. Between February 
1933 and June 1936. while die general index of idiolesale 
prices rose 32 per cent, and ivholesale prices of consumers’ 
goods rose 2S per cent, die diree retail price index num- 
bers here cited advanced by amounts ranging from 20 to 36 
per cent. The rise in retail food prices exceeded the advance 
in the general index of idiolesale prices, a most unusual con- 
dition in recovery. The index of living costs of industrial 
wage earners, which includes such stable elements as rent, 
in addition to food and other retail prices, rose 12 per cent. 
Tliese ivere verv substantial adimices to have occun'ed over 

i 

diree yeai-s. and represented material increases in die prices 
paid by final consumers. But we may judge dieir significance 
better if we review diem agninst earlier bases. 

The gains of recovery left living costs of industrial icage 
earners and prices paid by farmers some 20 per cent beloiv 
their 1929 levels. Here they stood roughly on a level iddi 
wholesale prices in general. Retail food prices and prices of 
clodiing and home furnishings were, respectively. 22 and 2G 
per cent beloir their 1929 levels. But if die standard of refer- 
ence be 1913. far greater differences are revealed. In June 
1936 die wholesale price index was 22 per cent higher dian 
in 1913. Consumei-s’ goods, at wholesale, irere 33 per cent 
higher; prices paid by farmers were 20 per cent higher: liiung 
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costs for industrial wage earners were no less than 43 per 
cent higher. 

Here, again, we have evidence confirming the general con- 
clusion readied at an earlier point. Three years of recovery 
had done much to ivipe out the price disparities which, with 
reference to a 1929 standard, prevailed at the low point of 
the depression. By June 1936 the prices paid by consumers 
were not so far out of line with the prices of other goods as 
they had been in February 1933. But many important price 
relations were still far removed from those prevailing in pre- 
^Var years. The whole era of post-^Var prosperity had been 
marked by some highly novel price relations. Among the 
most striking were the high prices of most consumers’ goods. 
Tlie expansion of the ’twenties was characterized by rela- 
tively high production costs, relatively high prices to con- 
sumers for finished goods. ‘ Paralleling these conditions, and 
making possible a heavy volume of construction and of trade 
in spite of them, there existed a relatively heavy pressure of 
investment funds and of consumer jiurchasing power— pur- 

1 In drawing iliis general conclusion we nuisi note the liniit.ntions of the 
data ujjon which it is based. It is dilTicuIt to incasnic accurately change; in 
retail prices and in living costs, hecau.se of the wide diversity of quotations 
and the importance of non-standardi/ed products among retail goods. These 
diinculties arc intensified as the period covered by the measurements in- 
creases. The two decides covered by the present records were marked by 
important changes in living habits, and in the character of the goods enter- 
ing into the annual budget of the average consumer. Finally, many of the 
durable goods which were being bought in greater quantities by consumers 
had been greatly improved in quality. But in spite of these limitations upon 
the available measurements, the evidence of a general post-^Var advance in 
the cost of goods to consumers, as compared with pre-AVar standards, is 
very strong indeed. A great many pieces of evidence, relating to dillcrcnt 
markets and different activities, re-enforce one another in indicating a 
general advance in fabricational margins, and in construction costs. To these 
we must add the advance in taxes through which higher governmental ex- 
penditures were financed. The results appear in the prices charged final con- 
sumers for the goods they bought. 
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cliasiiig po'w^er augmented by distinctive factors peculiar to 
the period of post-^Var prospet'ity. 

Furtlier questions of central importance remain, therefore. 
If, in 1936, pre-recession relations between consumers’ goods 
at tvholesale and retail and general commodity prices had 
been virtually re-established, tvas that enough to facilitate the 
movement of goods, in volume, into consumption and use? 
Or are ■we to judge fi'om the earlier standards of reference, 
whicli indicate that 1936 prices to consumers for finished 
goods and for the goods and services tliat enter into ordinary 
household budgets remained at levels so high as to impede 
the maintenance of full employment and production in 
American industries? Definitive ansAvers to these questions 
can be given onlv bv the record, which is still to unfold. No 
one may say, in advance of the test of experience, whetlier 
pre-'War group prices define relations that have significance 
today, or. indeed, whether pre-recession relations constitute 
a basis for the restoration of employment \'olume and tlie 
elevation of living standards. The economic system operates 
under diverse conditions, not under one set alone. Furtlier- 
more, comparisons of group prices, particularly those in- 
vohrng finished goods, are complicated by changing quality. 
But the questions raised are pertinent to a revietr of the 
economic situation in 1936. ^Ve may tlno-sv some light on 
them by a survey of tlie changes brought by recovery in die 
incomes and purchasing poiver of major consuming groups. 


Purchasing Poiver of CoNSUorrxG Groups 

Adequately to measure the changes of the last several ) ears 
in the purcliasing poiver of consumers ire should hai e a 
complete record of alterations in the volume and distribu- 
tion of die national income. The available figuies. while not 
all-inclusive, enable us to follow some of the geneial nioie- 
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ments of ihe period. In doing so it will be advisable to dis- 
tinguish relief and benefit payments and similar disburse- 
ments from income arising out of the normal productive and 
distributive processes of the economy. 

The factors affecting the volume of purchasing power avail- 
able to consumers over a stated interval arc numerous, and 
are, of course, closely related to the circumstances condition- 
ing productive processes. If we here seem to treat the pur- 
chasing power factors as independent, and trace the possible 
effect on production of changes in monetary incomes received, 
it is for convenience of c.xposition rather than because the 
spending operations of consumers are considered to be an 
independent force in the processes of economic life. 

A general account of the changes brought by recession and 
depression in the income and aggregate purchasing power of 
American consumers has been given in Chapter III. IVc there 
noted declines from 1929 to 1933 of approximately 43 per 
cent in labor income, 38 per cent in property income, and 46 
per cent in entrepreneurial income. The fall in total income 
paid out amounted to some 43 per cent. The decline in phys- 
ical volume of consumers’ goods produced and sold, over 
the same period, was less, of course. The prices paid by con- 
sumers were reduced somewhat, and the proportion of the 
national income expended for consumers’ goods increased, as 
always in periods of depression. Making allowance for these 
factors, tve estimated a decline of approximately 23 per cent 
in the actual purchasing power of consumers between 1929 
and 1932; to 1933 the decline amounted to 25 per cent. 
Among the elements of this total, farmers and industrial wage 
earners suffered most severely. The total purchasing power 
of fanners, including expenditures for productive purposes, 
dropped by about 36 per cent, to 1932 (the low year for 
farmers); the aggregate purchasing power of farmers’ net 
income, plus wages paid to faxm hands, declined more than 
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55 per cent. (If account tvere taken of that portion of tire 
fornrei s liring' tlrat conres directlv from tire farm in tire 
form of home-gi'own produce, etc., the fanner's actual losses 
during dre depression rvould not appear to be so hea^•^■.) In- 
dustrial rrage eanrers. for rvhom income also reached its 
lorvest poiirt iir 1932. suffei’ed a dediire of from 45 to 50 per 
cent in aggregnte purchasing power. Unemplonrreirt, as rs-ell 
as reduced hours and reduced wage rates, contributed to this 
loss. 

The story is carried forward by dre estiirrates of the Uirited 
Stales Deparurrent of Commerce (Table 5S.) Althouglr 
rrrorrthly records shorv a pick-up after the lore of eariv 1933. 
the total income figarres for drat year are belorr the level of 
1932. Excessively poor conditiorrs in the early months comrter- 
balairced dre gains of the later months. But 1934 and 1935 
brought advances for practically all groups of income re- 
cipients (interest p.anrrents alone declined slightly). These 
gaiirs, for certain producing groups, have been discussed in 
precedhrg draptei-s. Our present interest is in the broader 
drairges of incoirre, as these affected consumer purdrasing 
porcer at large. 

The gain from 1933 to 1935 in income paid out amounted 
to more than eight and one-half billion dollars, or 19 per 
cerrt of the 1933 total. Of this gain some six aird one-half bil- 
lions sert'ed to hrerease labor irreonre (rvhich here indudes 
bodr wages and salaries), over one billion took die fonn of 
‘entrepreneurial iv'ithdraivals' (by fanners and other inde- 
pendent operatoi's), while the remaining gain of almost one 
billion 'was divided betiveen dividends and rents and I'oyal- 
ties. 

These gains left total income paid out. in dollars, approxi- 
matelv 32 per cent below diat of 1929. Industrial "irages proper 
fell mudi more — about 41 per cent — although total paiments 
for personal serdees dedined only 30 per cent. ork relief 
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tion. 

2 Inchules pay rolls and uiaiiiionancc of Civilian Conscvvaiion Corps cnrollces and pay rolls of Civil Works Adminis- 
tration, Federal F.mernency Uelicf Administration ami Works I’loRiess Administration work projects plus adminis- 
trative pay rolls outside Washington. 

“ Includes net balance of international flow of property incomes. 
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"wages, amounting' to move than 1,300 million dollars in 1935, 
made tip an appreciable portion of total labor income. 

The declines in the purchasing power of the various gvoups 
of income recipients were smaller, of course, than the drops 
in money income, since the prices of goods purchased de- 
clined. A comparison of relative changes in the money in- 
come and the aggregate purchasing potver of three such 
groups is afforded by the measurements in Table 59. 


tahle 59 

LABOR INCOME, PROPERTY INCOME AND NET F.ARM INCOME, 
"WITH ESTIMATES OF CHANGES IN PURCHASING POWER, 1959-1935 


Labor income 1 

Millions of dollars 

19-9 

19^2 


1934 

^935 

51-187 

30,950 

59,450 

33 - 5=8 

36.057 

Relative numbers 

100 

60 

57 

65 

7 “ 

Cost of living 

100 

81 

76 

79 

Si 

Indc.\ of pnrcliusing power 

100 

7-1 

75 

82 

86 

Dividends and interest - 
Millions of dollars 

ll,2lS 

7.9S0 

6.969 

7.211 

7-303 

Relative numbers 

100 

71 

62 

64 

65 

Estimated cost of goods purdiascd 

s 100 

81 

77 

80 

82 

Index of pnrdiasing power 

100 

88 

Si 

So 

79 

Farm income 

Millions of dollain [cash income 
less current (operating) ex- 
penditures] ^ 

6,084 

1-731 

5,871 

3.728 

4.632 

Relative numbers 

100 

aS 

47 

61 

76 

Cost of capital equipment and 
repairs and of goods purchased 
for family maintenance s 

100 

73 

73 

Si 

82 

lndc,x of pnrdiasing power, cash 
income 

100 

39 

63 

76 

93 

Index of physical volume of 
farm products consumed on 
farms 0 

100 

lOO 

100 

100 

100 

Index of pnrdiasing power of 
cash income [less current 
(operating) expenditures] plus 
farm products consumed on 
farms ~ 

lOO 


7 " 

Si 

94 
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T A II L n 5 9 (cont.) 

LABOR INCOME, PROPERTY INCOME AND NET FARM INCOME, 
^VITII ESTIMATES OF CHANGES IN PURCHASING POWER, 19:9-1935 


Farm income (cont.) 

ipip 

ipss 

^ 9)3 

^ 93 ‘f 

^935 

Millions of dollars (cash income 
less operating and capital ex- 
penditures) ■< 

4,890 

M 73 

2.5=5 

3.233 

3.869 

Relative numbers 

100 

30 

52 

66 

7 g 

Cost of goods purchased for 
family maintenance 

100 

G8 

eg 

77 

78 

Index of purchasing power, net 
cash income 

100 

•H 

75 

86 

101 

Index of physical volume of 
farm products consumed on 
farms 

100 

100 

100 

100 

100 

Index of purchasing power of 
net cash income plus farm 
products consumed on farms s 

100 

.17 

81 

sg 

101 

1 Including ivork relief wages, certain miscellaneous 

labor i 

income 

(such as 

pensions), and the wages of farm 

hands. 

Original 

data published by the 


DcpartmciU o[ Conitncrcc (see Surrey of Currntt JUisirirss, July 193G). 

2 InclutliiisT net interest on farm mortgages. Tlicse data arc also those of the 
Department of Commerce. 

3 Secured by averaging the cost of living index of industrial wage earners 
and an index of the prices of capital equipment and construction, with 
weights of 9 and 1 respectively (see National Bureau Bulletin yp, by Simon 
Kuznets, May .{, 193G, p. a.j). 

* See Table 30. 

6 Computed by the National Bureau from indexes published by the Depart- 
ment of Agriculture. 

“The data indicate that there was some increase during the depression in 
the volume of farm products retained for consumption on the farm. For the 
present purpose it seems well to lean towards the side of conservatism, and 
assume a constant volume of such consumption. If there ss'crc an increase, 
the indexes of real farm income would be higher than those given in 
Table 59. 

r Cash income weighted G,o8.j and commodity income weighted 1,5:.!. These 
weights arc derived from the 1929 dollar values of the respective types of 
income. 

8 Cash income weighted 4,890 and commodity income weighted 1,524. See 
footnote 7. 
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The magnitude of the decline in the national income from 
1929 to 1932 has already been noted. The estimates in Table 
59 indicate drops in real income of approximately 26 per 
cent for recipients of n’ages and salaries, 12 per cent for re- 
cipients of dividends and interest, and from 43 to 49 per 
cent for farmers. (The figure 49 relates to die decline in 
real income, including income spent for capital equipment 
and repairs; the figure 43 relates to real income after pa^anent 
of costs of capital equipment and repairs. Operating costs 
are deducted from cash income in securing both figures.) The 
purcliasing poirer of labor income began to increase in 1933: 

1935 die aggi'egate ivas only 14 per cent less than in 1929. 
The total real income of recipients of dii'idends and interest 
continued to decline; in 1935 it iras 21 per cent less dian in 
1929.= Real farm income, bodi that which includes and diat 
which excludes sums spent on capital equipment and repairs, 
climbed sharply from 1932 to 1933, and continued to advance, 
diough at a loirer rate, from 1933 to 1935. By 1935 the pur- 
cliasing poiver of the net cash income of fanners, plus farm 
products consumed on the fanii, approximately equaled the 
1929 aggregnte. The figure is smaller (94) if ive include in 
the income of fanners sums spent on capital equipment and 
repairs.® 


- These figures conceal quite divergent movements of the two elements of the 
total. Changes in the aggregate purcliasing power of dividends and interest, 
separately, are shown beloiv. In eacli case total money income has been 
divided by the index of estimated cost of goods purchased by tliese income 


recipients, as given in Table 59. 


Diiidends 

Interest 


Index of aggregate purchasing poxecr 
ip:p ips^ ■rp 55 ^931 ^935 

100 57 4S 5 S 5S 

100 120 117 112 106 


sit is difficult to prevent over-lapping and to secure truly comparable 
figures for the different economic groups represented in Table 59. In esti- 
mating tlie true profit and loss account of .A.merican farmers, rent and depre- 
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Various forms of emergcno' income added substantially to 
the purchasing poucr of consumers during recover}'. These 
included unemployment relief from Federal and other 
sources, disbursements of the Civil Works Administration, 
the Federal Emergency Relief Administration and the Works 
Progress Administration, pay rolls of the Civilian Conserv'a- 
tion Corps, pay rolls of projects financed by the Public 
Works Fund and the Reconstruction Finance Corporation, 
and rental and benefit payments to farmers. Relief payments 
proper, v.'hich included all the emergenc}' items listed above 
except the last three, amount to some 300 million dollars in 
1932, to about 900 million in 1933, and to almost 2,000 mil- 
lion in 1934. Such payments amounted to less than 1 per cent 
of the national income in 1932, about 2.2 per cent in 1933, 
and about .po per cent in 1934. Total emergency income 
disbursed in 1934 amounted to approximately 5.2 per cent 
of the total national income. Relief disbursements continued 
at an accelerated pace in 1935. In that year relief payments 

cistion ch.ir;r!r5, v.xH a.^ the ’.arioiis etirren: cxpcnd[turc5 deducted in 
deriving the figure? in T.ibic 59. 'hould be tlcriucrcd from ca'h income. If 
thii be done, the remainina cn^h income aiaibib’c as a return on farm 
operator^' laltor, capital and manapcmcni is <mal!cr than the net cash income 
gi'.en above. If this smaUcr figure Ijc ’deflated' by an index of prices paid 
by farmers for cockLs used in family maintenance, and the result be combined 
ss'ith a measure of volume of farm proslucts retained for consumption on the 
farm, v;e have stiU a third measure of the 'real income' of farmers. The 
index numbers fo'Iov,-: 


75:9 /9ja igjj /gy' ipyy 
100 .*1 70 82 99 

The deflated cash figrircs fp!u« farm products consumed on the farm) which 
arc given in Table 59 are probably more directly comparable than .ire these 
with the income figures for other economic groups. But in a proper account- 
ing of the position of .American farmers depreciation charges should be 
included. Even v.hen this is done, the 1935 position of farmers represents 
a great adtance over 1932 and substantial equality with the pre-recession 
level. 



CONSUMERS’ GOODS IN RECOVERY 417 
other than rental and benefit payments to farmers came to 
approximately 2,400 million dollars. Payments to farmers 
totaled 498 millions. Total emergency income amounted to 
about 5.4 per cent of the national income paid out. Such 
income continued to provide a substantial portion of tlie 
buying power of American consumers.’' It is a significant fact 
that although national income increased substantially from 
^933 i935> enrergency disbursements increased more 

rapidly. 


Output of Consumption Goods 

Records of the actual production of goods ready for con- 
sumption provide us ivith another means of estimating the 
degree of reco\’ery in die purchasing poirer of consumers. 
Although the available records do not include all goods and 
services for ivhich consumers’ incomes are spent, ive have 
fairly comprehensive index numbers of the output of manu- 
factured consumers’ goods. These are given by years in 
Table 60, ivith comparable index numbers of die output 
of manufactured producers’ goods. 

While the output of goods for capital equipment and con- 
struction materials was declining 68 per cent, from 1929 to 
1932, the volume of manufactured consumers’ goods pro- 
duced fell 30 per cent. The latter figure is probably some- 
what greater than the actual decline in die total purchasing 
power of consumers. Important classes of commodities not 
passing through a manufacturing stage and all t)'pes of ser- 
vices are omitted, of course.® The next three years brought 

■* To the extent that the methods of financing these I'elief payments b\ 
governmental agencies have reduced current pnrcliases by other consnm^, 
the relief payments listed above represent no net addition to the purchasing 
power of consumers at large. 

5 The output of non-manu factored consumption goods is measured by the 
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TABLE Go 


PRODUCTION OF MANUFACTURED GOODS, 1929-1935 1 


Goods destined for human consumption 

jp2p 

100 

JPS2 

■JO 

^933 

77 

1934 

79 

^933 

9 t 

Capital equipment and construction materials 

!O0 

32 

38 

4O 

5O 

Producers’ fuels 

100 

09 

73 

79 

86 

All manufactures 

100 

57 

03 

C8 

78 


1 I am indebted to my associate Charles A. Bliss for these index numbers. 
Tlicy are constructed from data of the Census of Manufactures. Figures for 
1932, 193.J and 1935 arc estimates based on Census data. See "Production in 
Recession and Recovery", Jiullclitt fS, National Bureau of Economic Re- 
search. The reader sliould note that these index numbers are based upon a 
somewhat larger sample than arc tlic index numbers used in deriving 
measurements of cliangcs in {trices and costs in manufacturing industries. In 
1933 data from no industries were used by C. A. Bliss, as against 82 in the 
other {troduction index. 

an increase of 30 per cent in the volume of consumers’ goods 
manufactured, raising it to within 9 per cent of the 1929 
level. The index exaggerates the advance, as it did the de- 
cline, but there is here clear evidence of substantial improve- 
ment in the general standard of living. The processes of re- 
covery, plus the emergency expenditures of the government, 
had brought the aggregate volume of manufactured consum- 
ers’ goods close to the pre-recession high and, in fact, above 
the level of ten years ago. The economic significance of this 
advance is of course clouded somewhat by the presence of 
substantial relief payments in consumer income. The gain 
from 1932 to 1935 in the production of goods for capital 
equipment and construction materials was greater than for 
consumers’ goods, but the 1935 output of non-consumption 
goods was much lower, relatively to earlier standards. 


index numbers below. These indexes, constructed by the National Bureau, 
include tnc {iroduciion of fruits and vegetables, milk, poultry products, fish, 
and coal and other fuels. 


ipip Ipj 2 ipj} jpj.f 

100 103 102 jo-i 105 



CONSUMERS’ GOODS IN RECOVERY 419 
These shifts may be follotved in greater detail over part of 
the period of reco\'ery by means of die monthly records of 
die output of manufactured consumers' goods.® The rela- 



July 

Feb. 

July 

Oct. 

3fG_V 

Sept. 

Dec. 

Dec. 



^933 

^933 

^933 

-rpsV 

1934 

^9^4 

m3 

Consumers’ goods, manufactured 

too 

6S 

S6 

73 

Si 

H 

S5 

94 

Producers’ goods, manufactured 

100 

39 

77 

53 

Cs 

45 

5S 

So 

All manufactures 

100 

49 

So 

60 

69 

5S 

67 

S5 


tively steady gnins since early 1933 in die production of 
consumers’ goods stands in contrast to die extreme fluctua- 
tions among producers’ goods. By December 1935 die output 
of manufactured consumers’ goods ivas only 6 per cent beloiv 
die July 1929 peak. Excluding automobiles, die production 
of which wns subject to special influences in die closing 
months of 1935, the index stands at 90. 10 per cent below 
the base mondi. "Widi or ividiout automobiles, die produc- 
tion of consumers’ goods exceeded the 1923-25 avemge. and 
was ivithin striking distance of die pre-recession volume. 


The Consumer in Recoverv 

In diis cliapter is’C liave surveyed clianges of tivo general 
types alTecting die floiv of goods to final consumers— clianges 
in die prices of goods bought by consumers and in die I'ohune 
of purcliasing power available to important economic groups. 
The findings in I'espect of price movements indicated diat 
consumers in 1936 ivere approximately ivliere diey were in 
1929. The ivoi'st disadvantages of die depression had been 
corrected, in so far as ive may judge from group ai'erages, and 
die prices of consumers’ goods stood on a general pre-ieces- 

6Inde.K numbers coTistructed by Y. S. Leong: publisbed in the Journal of 
the American Statistical Association, June 1955. PP- S#*"-- Leong has 
courteously pro\'ided us ivith prelirainaiy figures for ipSa- 



420 


PPvICE5 IN RECESSION AND RECOVERY 
sion parity v/ith the prices of commodities in general. But 
pre-recession parity represented a position of substantial 
disadvantage for the consumer, v.'ith reference to pre-War 
relations. We have seen that the post- War expansion, on the 
price side, ■^vas marked by lov.- returns to producers of raw 
materials, high fabrication costs, liigh wages, and high prices 
of capital goods and goods ready for final consumption. It 
was this situation, and nothing better from the point of view 
of the consumer, that had been restored by 1936. The prices 
at v.'holesalc of consumers’ goods as a broad class v.'ere 33 per 
cent higher than in 1913. The cost of living of industrial 
v.-age earners v.as 43 per cent higher. These figures are to be 
contrasted v.dth the general average of -wholesale prices. The 
index of the National Ijiircau, 'which is comparable v.'ith the 
consumers' goods indexes cited above, seas 22 per cent higher 
in June 1936 than 1913. The index of the Bureau of l^ibor 
Statistics v/as only 1.1 per cent higher. It is clear that all the 
major elements that enter into the budget of the final con- 
sumer v.'cre higher in 193G than in 1913. if we accept the 
index of general prices at wholesale as a suitable gauge of 
changes in monetary values. ^Some individual items were 
lo'wer of course, and some others had undergone quality 
changes that meant actual price reductions to the final buyer.) 
^Ve shall turn shortly to inquire whether the factors that 
supported expansion under these conditions in the decade 
of the 'twenties existed in 193b. 

In tracing the movements of income and purchasing power 
we noted a decline from 1932 to 1933 fon an annual basis), 
although the purchasing potver of farmers and of labor picked 
up. By 1935 appreciable improvement had been recorded. 
Rising incomes 'were the rule among wage earners and salaried 
v.'orkers. dividend recipients, farmers and those drawing in- 
comes from various other basic industries. Part of the increase 
v/as offset by rising prices but most groups scored appreciable 
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gains ill actual piircliasing power. Summarizing estimates 
based upon die available data (estimates ivhich are ratlier 
rough for some gi-oups) ive have die folloiring record of 
chang'es in aggTeg-ate purdiasing poicer.' For all but die first 


"Wage earnei'5: and salaried workers 
Recipients of interest and dividends 
Farmers 

Cash income less enn-ent (oper- 
ating) expenditin-es, plus farm 
pixrducts consumed on farm 
Xet cash income (cash income less 
operating and capital expardi- 
tures) plus farm products con- 
sumed on fann 

Gross operating income phis bene- 
fits 

Mineral prodticers 
Gmss operating income 
Froducers of raw foi-cst products 
Gross operating income 
Railwap 

Gross operating income 
Construction industries 
Gross operating income 


ArrROXI.MATE ArrSOXIMATE 

ADVAXCE DEFrCIEXCY OF 

IX AGGREGATE AGGREGATE PLRCHAS- 

PURCHASixc rorvER ixG rotVER IX 1955, IX 
rot: to iOj<! coMPARtsox with 19:9 

{prr rrtt t) (per cent) 


*7*16 

--14 

piet lo,^) 

— £1 


—6 

♦ 

« // 

(none) 

-fS6 

—IS 

-f £0 

O'- 

**/ 

4-46 

46 

(net loss) 

— ?5 


-J-2I (rptt/orpts) — 63 


T The changes relating to rvage and salaried workers, recipients of properts 
income and the fii'St two series for farmers are from Table 59. The measure- 
ments of changes in the gioss operating income of fanners are based on Table 
£9. Thev include farm products consumed on the fann. The gross income of 
mineral' producers is the total raluc of mineral production in the United 
States, as given by the U. S. llureau of -Mines (Mr.:e:v.h Yeorboon. ip6). 
Relatives nie.asuring changes in grass income derhed from forest pamict. 
are secured from National Bureau price and production index mim^ ers» or 
raw forest products. Raihcay operating income b l>a>ed on frei^ t an 
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portance it is far less significant tliair die gain of i6 per cent 
in die purcliasing poirer of irage eameK and salaried irork- 
ers. The entides in die last column, irhich measure the de- 
ficiency of aggregate purcliasing pois'er in 1935, relatively to 
1929, for die several gi'oups, provide bases for properly evalu- 
ating diese gains. 

The production of consumers’ goods reflected the improve- 
ment in purcliasing poircr among die various consuming 
groups. The output of one class of sucli products, manufac- 
tured goods intended for human consumption, increased 30 
per cent from 1932 to 1935, but remained in 1935 about g 
per cent less than in 1929. 

This recoveiv carried die output of consumers' goods to a 
level much higher, reladvely to 1929, dian producers' goods 
in general or capital equipment in pardcular. In 1935, when 
die volume of manufactured goods intended for human con- 
sumption iv*as 91 per cent of that of 1929.® die producdon of 
manufactured goods intended for use as capital equipment 
and in consmiction was but 56 per cent of the 1929 output. 
Of course, the preceding decline had been much greater in 
the capital goods industries. It is notable, hoirever, diat the 
reladvelv disadvantageous posidon into irhich the heavs* 
industries were dirotm by the recession persisted, to a degree 
not experienced in similar periods in the past. 

The rise in consumer income and the reidval of consumers’ 
goods industries since the depression loir of 1932-33 are of 
particular interest because of the emphasis placed on the 

sThis index sho-vv-s a net drop in prodncdoa com ipso to 1055 that T.-2S 
notahlv less than the cedine in coanimeis' incomes, corrected for price 
changes. Expsnditnies for sen.-ice5 of a luxtiry or semi-ltixvixy tvps, for hons- 
int: accommodations and tor a -raiien- of non-srandaidiied goods were actailed 
more diasticallv than those for the srtnpier consnmcis’ goods entering into 
the index here utihied. 
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and from funds of the Reconstruction Finance Corporation 
constituted direct additions to the incomes of final consum- 
ers, but in relatit’e magnitude these amounts ■were not im- 
pressive. Total funds from these sources amounted to 33 
million dollars in 1933. 326 million in 1934. and 495 million 
^935- S')" far die largest additions to consumer incomes, 
from gox’ernmental sources, came from Federal unemploy- 
ment relief. These great outlays played an important part in 
stimulating retail sales and die production of consumers’ 
goods of all sorts. 

The effects on aggregate consumer purchasing power of 
the various provisions of die codes enacted under die Na- 
tional Industrial Recovery Act were miKed. As ire have seen 
in Chapter the money incomes of wage earners in manu- 
facturing plants increased 42 per cent during die period of 
operation under the industrial codes (June-July 1933 to 
April-May 1935). ’IVage rates were advanced and total pay 
rolls expanded as results of the combined influence of die 
new codes and of changing business conditions. The effects 
of the codes on the income of employed -labor -icere salutary. 
But we have called attention to other features of the period 
of code enforcement. Fabrication costs in general and labor 
costs in particidar rose sharply. Aggregate production of 
manufactured goods and total employment, in man hours, 
made no net gains under die codes. At die end of die period 
of code enforcement real labor costs ■were actually higher dian 
in 1929. although industrial productivity had increased as 
much as 25 per cent. The ivages and hours provisions of die 
codes may hai’e contributed to a rise in die pay rolls of 
manufacturing plants, but higher costs appear to have re- 
tarded the inoiement toirards larger output and increased 
emplo^vanent that had prevailed during die first push of 
recoi’ery, priox' to the adoption of die codes. The codes ina^v 
irell hai'e had salutary effects in odier directions, but diey 
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long term movements of American economic life, was the 
persistence of a high level of prices for consumers’ goods, at 
wholesale and retail. The relations of the ’twenties had been 
restored, roughly, by early 1936, but these are suspect, as 
perhaps representing an abnormal and unstable situation. 
There is greater reason for doubts on this score because va- 
rious special aids that buttressed the market for consumers’ 
goods during the expansion of the 1920’s had lost much of 
their force during the recession and depression. Foreign buy- 
ing was no longer supported by .American loans. Speculative 
profits suffered a vast shrinkage after 1 929. New buying power 
contributed by the expansion of consumer credit played a 
less important role in the first two phases of recover)' than 
it had prior to 1929. In default of these largely adventitious 
aids, restoration of a volume of consumer buying equal to 
that of the pre-recession era, in view of the existing price 
situation, faced very real diflicultics.’'^ 

The expansion of consumer buying from 1933 to 1936, 
despite these obstacles, was substantial, attesting the strength 
of the underlying recovery. Former operating conditions had 
been restored or adaptation to new conditions effected in 


10 The comparison of price movctncius .anions different commodity groups 
over one or two decades is complicated by quality changes. These changes 
are almost certain to be dissimilar, as among different classes of commodities, 
and thus distort comparisons based on prices alone. Consumers’ goods in 
general probably improved in quality over the tsvo decades following 1914- 
The consumer was getting more in 193G than in 1914, in the purchase of a 
given unit of goods. \Ve do not take account of this gain in the price com- 
parisons in the text. On the other hand, we may approximate svith reasonable 
accuracy changes in the number of units the consumer could buy with a 
given income. It is in this .sense that we measure changes in aggregate 
consumer purchasing posver. The real income of a given consuming group 
may have increased more than the estimates indicate, because each unit 
purchased today has a longer life or gives greater satisfaction than the unit 
bought in 1914. (Of course, not all change; in quality arc improvements. 
Changes in the direction of shoddy and less durable goods are not unknown.) 
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many industries. Yet tiiis survey of tiie expansion of con- 
sumer purchasing po\ver and die price movements of con- 
sumers’ goods during recoi’eiy ends on conflicting notes. Bv 
1936 the relatively high prices of consumers’ goods had been 
reduced and substantial gains had been scored in the incomes 
and buying poiver of important consuming groups. But the 
prices of finished goods remained high, in relation to other 
prices and to the level of consumers’ incomes, by all standards 
except diose of die pre-recession boom. Moreover, part of the 
expansion of purchasing power ivas apparent, mdier dian 
real, since it represented a transference rather dian a real 
increase of buving power. Other elements of neic buying 
poiver icere temporarv. arising from relief paianents. and 
could not be tahen to indicate substandal recovery. Finally, 
considerable deficiency of piircliasing poicer persisted and 
living standards remained at unsatisfactor\- levels. These con- 
ditions indicate that no suitable adjustment had been ef- 
fected between costs, prices and consumer incomes. e shall 
retinal in die closing chapter to a consideration of problems 
growing out of these circumstances and to a general reiaeic of 
die consumer s position. 



CHAPTER IX 


THE PRICE SYSTEM, INCREASING PRODUCTIVITY 

AND RECENT ECONOMIC CHANGES 

The institution of prices has played a major part in the eco- 
nomic changes of recent years. In an e.vchange economy in- 
dividual prices and that intangible entity termed the price 
structure constitute the controlling agency through which 
all economic activities arc regulated and coordinated. This 
task of coordination has become more difficult with the 
increasing complexity of economic life. 

Over its long history the institution of prices has been sub- 
ject to many influences that have enlarged its scope, modified 
its characteristics and affected its operations. The breakdown 
of mercantilism and other controls gave a greater degree of 
freedom to prices and hence of flexibility to the economic 
system. Later the movement was in the other direction— 
towards price-fixing and wage control by regulator)’ bodies 
and pow'crful private interests, towards the piling up of fixed 
expenses in industrial production and the accompanying 
accentuation of the relatively inflexible elements in selling 
prices. In the main, these were slow changes, and the modifi- 
cations they wrought in the working of the price system were 
gradual. The movements of the last half centuiy, for which 
price records are more comprehensive, may be traced with 
more precision. A wide variety of forces has played upon the 
price system of the United States and upon international 
price relations over this period. Internal price relations have 
been altered by shifts in consumer demand, by changes in 
productive efficiency, by the pushing out of producing mar- 

430 
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the price shifts that have been discussed in detail in preced- 
ing sections are aspects of this major movement— a movement 
the more striking because it reverses deep-seated and persist- 
ent pre-War tendencies. The low returns and deficient pur- 
chasing power of important classes of primary producers in 
post-^Var years are related to this movement. The relatively 
high prices of articles intended for use in capital equipment 
arc due in some degree to high costs of manufacture. The 
prevalence during the entire post-War period of a plateau 
of higli prices for finished goods intended for human con- 
sumption is another aspect of the same situation. 

This curious widening of the margin bettvecn the prices 
of ra^r and manufactured goods is the more remarkable in 
view of the increasing productivity of labor in manufactur- 
ing industries during the last twenty years. From 1914 to 
1929 output per wage earner in manufacturing industries of 
the United Stales increased about 49 per cent. Yet, while the 
Bureau of Labor Statistics index of wholesale prices was 
advancing 40 per cent, during this period, the average selling 
price of manufactured goods (as derived from Census records) 
rose 45 per cent. (Fabrication costs plus profits, per unit of 
product, rose 60 per cent.) The same conditions prevailed 
among the two groups of manufactured goods that have been 
given special attention here. Manufactured goods intended 
for human consumption, for which output per wage earner 
increased 44 per cent over this fifteen-year period, advanced 
44 per cent in per unit selling price. Still greater was tiie 
rise in production per wage earner (69 per cent) in the manu- 
facture of goods intended for use in capital equipment, yet 
here the advance in selling price per unit tvas 40 per cent, a 
rise equal to that of general commodity prices, at wholesale. 

In following these relations through the periods of reces- 
sion and recovery we have noted the customary expansion of 
the margin between raw and processed goods during reces- 
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sion, as the prices of rair materials collapsed, and tlie suc- 
ceeding reduction of the margin trith recovery. It is in order 
at this point briefly to summarize the situation existing in 
the summer of 1936 and to consider the general nature of the 
problems then persisting. 

In June 1936 the prices of manufactured goods, at whole- 
sale, -were 16 per cent below the level of July 1929; die prices 
of ratv producers’ goods ivere 22 per cent beloiv. Relatively 
to die 1913 base, die price index for manufactured goods was 
128, for raw producers’ goods 104. Recovery had narrowed 
the -wide margin diat developed during the recession but 
still left manufactured goods in a position of advantage. This 
margin of advantage amounted to 8 per cent irith reference 
to 1929 relations, to 23 per cent iridi reference to pre-War 
parity. 

One effect of diis change was to reduce the ai’erage ivordi 
of all raiv materials, in exchange for commodities in general 
at iriiolesale, to 5 per cent beloir the July 1929 level and to 
10 per cent beloiv the 1913 level. The lo.ss -was gi-eatest, rela- 
tively, for raw agi'icultural products. Taking account of 
values at the farm in relation to retail prices paid by farmers, 
the average per unit ivordi of farm products in June 1936 
shoived net declines of 8 per cent on die July 1929 base, 11 
per cent on the pre-’i\kar base (die average of the five years, 
August 1909-July 1914). 

Turning now to die June 193C position of goods intended 
for use in capital equipment and for direct human consump- 
tion, ive find the ai'erage per unit wordi of building materials 
31 per cent higher than in 1913. (^Vorth, or piirdiasing 
po-wer, is here measured in terms of commodities in general, 
at iriiolesale.) For processed gnods intended for use in cap- 
ital equipment the corresponding gains in real excliange 
value were 4 per cent, iridi reference to July 1929, 14 per 
cent iridi reference to 1913. For processed consumers’ goods 
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the average per unit worth in June 1936 was 2 per cent greater 
than in 1929, 8 per cent greater than in 1913. (This means, 
of course, that the index number of ^vholesale prices, for 
processed consumers’ goods, stood higher, by these relative 
amounts, than the general index of wholesale prices.) 

Wc find, therefore, that although some of the greatest dis- 
parities created during the recession had been removed by 
1936, there remained a net addition to the differences result- 
ing from the divergent price movements of the period 1914- 
29. Some reasons for this were found in the detailed review 
of tlic price changes affecting different commodity groups. 
In particular, it was noted that althotigh the six-year period 
of recession and recovery brought an increase approximating 
25 per cent in output per man hour, the real per unit -worth 
of manufactured goods (i.e., their exchange value for goods 
in general) and real labor costs per unit of product increased. 

This discu.ssion raises a fundamciUal question: Did price 
differences grooving out of this expanding margin restrict the 
effective demand for finished goods on the part of potential 
buyers— buyers of capital goods, on the one hand, of finished 
consumers’ goods on the other? This question relates not only 
to tlie periods of recession and recovery that filled the years 
1929-36, but also to the period of expansion that preceded 
the recession. The answer to this question may not be given 
in terms of prices alone, for behind prices lie clianges in 
productivity, in costs, in income distribution and in related 
elements that affect immediately the movements of goods 
into final use. Indeed, before attempting to answer the central 
question we must give attention to issues relating to the in- 
cidence and effects of increasing productivity. For the whole 
problem of a changing fabricational margin, with all its pos- 
sible effects on the status of primary producers, fabricators, 
buyers of capital equipment and final consumers, centers, in 
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its 1 eccnt rnnnifestiitioiis, on tlie incidence of gains in in- 
dustrial productivity. 


On the Incidence .•^nd Effects of Gains in Industrial 

PRODUCTH'ITY 

As ire have folloired changes in industrial productii'ity in 
this study ire hai'e measured productii'ity in terms of output 
per man or per man hour. In using such measurements ire 
should be mrare of tlieir possible inadequacy. Changes in 
indusU'ial meUiods tliat involve greater use of macliinery 
substitute indirect labor for some part of tire direct labor 
displaced by the machines. That is. men employed in tlie 
final operations of manufacture are replaced by macliines 
die production and maintenance of irhicli require human 
eft'ort. (.-Vs reg-ards the production of die macliines, diis means 
diat some increase in overhead costs is to be expected, irhen 
direct labor costs are reduced.) Usually, of course, diere is 
a diminution of die total human energi' required for a given 
productii'e operation, since the stimulus to die greater use 
of machines is provided by a potential reduction of costs. 
But it is certain diat the 'per man’ or ‘per man hour’ standard 
of measurement, applied to the final stage of manufacturing 
operations, ovei-states die true gain in producdvity, since it 
does not include a measure of die correlated ina-ease in in- 
direct labor. The measurements of productivity employed 
in the present study cover a large percentage of all manufac- 
turing operations, including diose relating to die production 
of capital goods, as ivell as final consumption goods. Thus 
account is taken of a considerable part of die indirect labor 
entering into die production of finished goods. Some of die 
indirect labor, however, is omitted (labor in extraction of 
minerals for use in capital equipment, and labor entering 
into some highly fabriaated equipment, die output of idiich 
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is not readily measured). So, comprehensive as they are, the 
present measurements of productivity changes probably 
overstate somen'hat the over-all gains in productivity over 
the periods studied. 

But our interest lies at the moment in the reduction of 
money costs that increasing productivity may be expected to 
bring. The potential reduction of costs is a reduction, per unit 
of output, in terms of the scale of costs prevailing prior to 
a given operating change that enhances industrial produc- 
tivity. For later, when the advantages of the increased produc- 
tivity have been realized and the gain appropriated by one 
party or another, money costs per unit of output may con- 
ceivably be as high as before. It is an aspect of this problem— 
the division or allocation of the money gains resulting from 
higher productivity— that now concerns us. 

The money gains from increased productivity may accrue 
to producers of ratv materials, to fabricators or to consumers. 
Were competitive conditions such that sellers of raw materials 
were able to demand higher prices just when lower fabrica- 
tional costs created a fund open to appropriation, producers' 
of raw materials might conceivably secure the gains. Again, 
competitive conditions among producers and buyers might 
be such as to enforce lower selling prices, in which case the 
buyers of fabricated goods would profit. Or, finally, the 
situation might make it possible for the agents of fabrication 
themselves to appropriate the gains, paying no more for raw 
materials and selling their products at the same prices as 
before. 

In this last situation a further question arises as to the 
division of the ineremental gain among the various claimants 
here lumped together as ‘agents of fabrication’. Manufactur- 
ing labor might benefit, through higher pay per unit of goods 
turned out. Owners of land or other natural resources might 
be enabled to secure higher rents. Those providing credit. 
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or funds for capital equipment, might secure higher returns. 
More might go to governmental units, through higher taxes 
on the earnings of business enterprises. Or the increased pro- 
ductivit)’ niight lead to higher pi'ofits, to be distributed as 
dividends or accumulated as surplus. 

Looking first at the physical relations involved in these 
changes, it is clear that higher productivity -^vill make pos- 
sible tlie production of more goods -wfitli die same expenditure 
of effort or the same volume of goods ivith a smaller expendi- 
tiu'e of effort. The latter condition may take the form of an 
increase in voluntary leisure, or an increase in involuntary 
unemployment. ^\diich of these results ivill folloiv, or ivhat 
combination of these effects will follow, ■will depend upon 
a number of factors. 

Various possible effects of gains in industrial productivity, 
as I'ariously divided, may be suggested in die follo'^ving sum- 
mary: 

A. Reducdon in working hours of men employed, iddi higher 
time rates of pay: aggregate disbursements to agents of produc- 
tion and division of disbursements unchanged; selling price un- 
clianged. 

Here die gain takes the form of additional leisure. There is no 
ina'ease in the demand for goods, and no cliange in the disuibu- 
don of purcliasing power.^ There is no stimulus to die produc- 
tion of a gieater volume of goods. 

B. Reducdon in die number employed, with higher dme rates 
of pay to those still employed, and no cliange in a^egate 
amount disbursed to labor and to odier agents of producdon. 
No diange occurs in selling price. 

Ina-eased unemplo)-ment, on the one hand, higher per capita 
returns to employed labor, on die odier, ivill characterize diis 

1 rVitli time, as the nets’ leisure dianges lidng habits, a diange might ocair 
in die directions in ivhidi imge earnei-s' incomes are expended. But the 
change is remote, and less definite than the other shifts here outlined. 
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situauon. With the higher per capita income of employed labor, 
some change will occur in the direction in which purchasing 
power is expended. 

C. Reduction in working hours v.dth the same or a smaller force 
and the same time rates of pay; selling price unchanged. 

Here there is no cliange in the aggregate amount disbursed 
to the agents of production, but there is a shift in its division. 
Agents of production other than labor receive a larger propor- 
tion of the aggregate, labor receives a smaller portion. Unem- 
ployment (or enforced leisure) accompanies the shift. Some mod- 
ification ocairs in the direction in v.-hich purchasing power is 
expended, with the changed distribution of the aggregate dis- 
bursement. 

D. Reduction in selling prices. 

Initial Inv.-crin;:' of aggregate receipts and of amount disbursed 
to agents of production. Possible initial unemployment. Release 
of busing power of consumers for purchase of more goods of the 
same type, or other goods. (The direction of expenditures of 
purchasing power thus released will depend upon tlie elasticities 
of demand for the many products in question.) 

The central feature of these several situations is that pro- 
ductive energy is released by the gain in productivity. The 
critical question is wlicther this released energy’ is to be uti- 
lized and if so, Iiow. In an economy regulated bv an omnis- 
dent dictator the answer would be simple. There could be 
more leisure, or the energy could be allocated as the dictator 
should decide. But where the allocation is effected through 
the instrumentality of the price system, in an economy marked 
by prices partly free and partly controlled, the problem is 
more complex. Here it is the pressure of purchasing power 
through the price .system that gives the an.swcr to the ques- 
tion, For in every situation except that described under (A) 
above, some shift occurs in the direction in which current 
purchasing power is expended, after tlte gain in productivity 
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occurs. 'What, is o£ prime importance, in the actual situation, 
is the kind of connection that may be established between die 
purchasing power thus shifted and the productive energy- 
released by the increase in producti^•itv. 

This connection may be direct, in -which case the difficul- 
ties attendant upon the economic changes involved are re- 
duced to a minimum. Or. in place of a direct ti-ansmission 
of purchasing power to released energies, diere may be an 
indirect connection and a diffused transmission. At one ex- 
treme. representing the most direct connection between pur- 
chasing po-iver and released pioductive eneigies. is die situa- 
tion in ichicli the selling price of a commodity is reduced to 
the full extent made possible by the increase in productivity, 
and in whicli the demand for the commodity is highly elastic. 
In such a situation a larg-e part of die purcliasing power of 
consumers released by the reduction in price would find an 
outlet through an increased demand for the commodity in 
question. Increased production would result, with prompt 
re-employment of all or part of the productive enei-gies re- 
leased by the initial increase in productive power. At the 
other extreme is the situation in n-hicli no reduction in sell- 
ing price occurs: full adx-antage of the reduction of costs flows 
to stockholders, let us j^.ay. in die foiTU of higher dividends. 
The increased purchasing power of stockholders would find 
expression through \ arious channels of investment .and direct 
consumption. Moj^t of tiie.se channels -would be far remoi ed 
from the commodity in question, and there icould be little or 
no increase in the demand for it. Only by indirection and at 
long remove tvonld the enei-gies released in the industry fu-st 
concerned find employment through the sloic diffusion of 
the enhanced purchasing power of stockholdei-s. Under these 
conditions unemployment might persist in this industry for 
a long period. 

Between these two extremes are many combinations of 
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price changes and purchasing pof/cr shifts, resulting from 
increases in productivity, and many degrees of difTusion of 
purchasing power. The rapidity and ease of adaptation to 
the nev.' productive and distrifjutive conditions created by 
productivity changes might vaig- enonmously, depending upon 
tihe closeness of tlie connection established between the en- 
hanced purchasing power of particular groups and tire pro- 
ciuctive energies released by improvements in technique and 
orcani^ation. 

Wc should note, hov/ever, that in a completely frictionless 
economy, m.ar.hed iry free prices, xcith xvages and other ele- 
ments of prodtiction costs completely flexible, xvith labor and 
capital completely mobile, the cnlianced purchasing pov/er 
of special groups svould be diftu'cd promptly throughout the 
economy and connection xvould be established xxdthout delay 
betu'cen this purcliasine po'.ver and the released productive 
energies. Under tirese conditions the disposition of the gains 
from increased productivity would be a matter of indiffer- 
ence, in so far as the question of faulty economic adjustments 
and persistent unemployment of productive facilities is con- 
cerned. For maladjustments, marked by unemployment, 
could not be present. ('The manner in xvhich the fruits of 
higher productivity xvere apportioned v.'ould be important, 
of course, as regards tiic status of different economic groups; 
th.at matter is not here in question.) In an economy marked 
by frictions of many types, however— by rigid prices, inflexi- 
ble rates for services of many sorts, immobility of labor and 
capita.1— innumerable barriers stand in the xvay of the xvide 
and prompt diffusion of purchasing poxver. The pressure 
of neve purchasing power in one segment of the economic 
system may exert a negligible effect on displaced labor and 
idle capital in a remote section, -within time limits that have 
significance for ordinary Piuman activities. 

This, of course, is the situation xve face today. Frictions 
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there have ahvays been in the economic systems ^vitli ■\vhiclr 
men have actually ■worked. As frictions of some types disap- 
peared, new frictions have developed. The ttventieth cen- 
tury has -(ritnessed many ne^v’^ encroachments upon tire ideal 
freedom of the competitive system. Accordingly, the manner 
in tvhicli tlie gains resulting from higher productivity are 
apportioned is not a matter of indiffex'ence, as regards the 
efficiency of the economic system and the maximum utiliza- 
tion of productive resources. For the gains of enhanced 
productivity are potential gains, merely. In their first form 
they appear as reductions in tire energy necessary to pro- 
duce stated quantities of goods. Unless the benefits of the 
released energy are realized, no true advances occur-. For 
this reason, the apportionment of the potential benefits of 
higher productivity is of high social concern. The more di- 
rect the connection between enhanced purchasing po'wer 
and productive energy released by nerr techniques, die less 
the malad justment and the more efficient the utilization of the 
nerv techniques. The less direct the connection, and the 
more diffused the ti-ansmission of nerr purcliasing power to 
released pi-oductive energies, die greater and die more pro- 
tracted are the resulting disturbances likely to be. 


Division of the Gains in Industrial Productivity: The 
H isTORia-VL Record, 1899-1933 

^Vith diis argument in mind ire may rei'iew die clianges of 
recent years against a backgi'ound of earlier movements. 
'W^'e shall attempt to trace the incidence of clianges in indus- 
trial productivity, by estimating die concurrent clianges in 
the returns of fabricators and in the real costs of manu- 
factured goods to various classes of buyers. The assumptions 
made and die limitations attacliing to die measurements 
■svill be noted in the course of the discussion. 
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SHARES OF PRODUCERS 

We first note the changes in manufacturing productivity, 
measured tvith reference to the number of "^vorkers or of 
man hours ^vorked, and the returns to fabricators, during 
three periods. These measurements appear in the accompany- 
ing table. They are shoum gi'aphically in Figure 15. 

FIGURE 15 

ESTIMATED CHANGED IN INDUSTRIAL PRODUCTIVITY AND IN 
THE RETURNS OF MANUFACTURING PRODUCERS, 1899-1933 

Hi Output ptr worlcr tnploytd 
EZI Reil wifej ptr tnploytd 



Mc.isurcinciU.s icl.Ttc to .nvcr.ngc costs per unit of goods produced and bought 


During the fifteen years preceding the "War output per 
worker employed in manufacturing plants increased almost 
30 per cent. With this ive may compare the real returns, per 
worker employed, of wage earners and of ownership and 
management. Changes in these real retunis are estimated 
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CHANGES IN PRODUCTIVITY .\ND THE FORTUNES OF 
MANUFACTURING PRODUCERS 


Change in output per worker, or per man 


jgij-rg^p 

(percentage) 

^ 9 - 9-^953 

hour icorked 1 

4-59.6 

-f4S.6 

-fi9.o 

Change in real returns, per worker em- 
ployed, or per man hour worked.i of 

'Wage earners, manufacturing plants 

4 - 4 -S 

4-36-9 

* ^ 5*5 

Ownership and management, manu- 

facturing plants 

-1^0 0 

4-61.5 

4-15-2 

All agents of fabrication 

4-2.8 

4-51-3 

4-13-4 


iFor the periods 1899-1914 and I9i4-e9 the figures are all on the basis 
'per worker employed’. This is a faulty standard of reference, to the extent 
Uiat average -working hours dianged over tliese periods. Information con- 
cerning hours of labor during these periods is scanty. Estimates by Douglas 
(for the first period) and by lYolman and the National Industrial Conference 
Board (for the second period) indicate that average full time hours of rvork. 
in manufacturing industries, declined about 6 or 7 per cent betrveen iSgg 
and 1914 and from 6 to S per cent between 1914 and 1929. From these figures, 
and scattered eridence of other i^-pes, we may estimate, roughly, that output 
per man hour increased from 55 to 3? per cent between 1899 and 1014 and 
from 50 to 60 per cent between 1914 and 1929. (The National Industrial 
Conference Board has published an estimate of 55 per cent, for the increase 
in output per man hour from 1914 to 1929; see Thirty Hour HVefi, 1935, 
p. 17.) But tliese figures, at best, are appro.ximations. It seems well to use 
measurements of output per worker for the period prior to igeo, remember- 
ing that these understate the true gains in productiUty. For the period 
1929-1033. when u'orking hours were subject to more extreme -rariations, 
and for whicli ice have more accurate measurements of such changes, a 
man hour of work is the unit of reference. 

The fitrures in this and the folloicing table are given to one decimal 
place, for the purpose of formal consistency. The margin of error is, of 
course, greater than this. 

The present estimate of change in output per man hour from 1929 to 
1Q3S. ichich is based upon data relating to a large and representative sample 
of manufacturing industries, differs somewhat from other estimates issued 
by the National Bui-eau (see BuUetirrs 55 and 5S). 

by dividing tlie aggregate inonetar}' retnnis of tlie ftvo groups 
by die number of ivage earners employed, and deflating 
die measurements thus secured by appropriate inde-ves of 
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the prices of goods for which the money returns of the two 
groups are spent.- The comparison for the preAVar period 
shotcs only slight gains in the real rewards of these two 
groups of producers. The gain of wage earners, per capita, 
amounted to 4.8 per cent; for ownersiiip and management, 
per v.orker employed, 2.2 per cent; and for the combined 
groups, 2.8 per cent. These fall far short of the gain of 
2Q.6 per cent in output per worker. The gains of enhanced 
productivity, between 1899 and 1914, went, in the main, to 
groups other than tiie agents of fabrication. 

Over the ne.xt fifteen years, 1914-29, output per worker 
increased 48. G per cent. The fruits of this notable advance 
went largely to fabricators, as is clear from the otlier entries 
for this period. The real rewards, per capita, of manufac- 
turing wage earners, advanced 3G.9 per cent, while for own- 
ership and management the gain, per worker employed, 
amounted to 61.5 per cent. For the combined groups the 
gain was 51.9 per cent. Tiie fact that 1914 was a year of 
depression, while 1929 was one of prosperity, accounts in 
part for this substantial gain tviiich exceeded the rise in 
productivity, but as to the reality of the gain there is no 
question. Producing groups in manufacturing industries 

~ The cleliato!-, for v.-age enrner:. is the index of cost of living for industrial 
v.'orf-crs. For the ov.ncr-hi[> and mraiagciiient groiip fa mixed cla's of salaried 
v.-orkcr 5 , shareholders, Ijondholder'. and other miscellaneous claimants) the 
deflator is an index secured l)y averaging index numbers of living costs 
(v.ith a S'.cight of e). wholesale prices (weight of :) and the prices of finished 
capital goods (v.cight of i). The two indexes arc combined, in securing the 
measurements for ail agents of fabrication, with weights based on the im- 
portance of each group. These deflators are to be considered only as rough 
approximations to the desired measurements. 


Dcidator for 




J929 

1929 

1933 

kVage earners 

jrxjx} 


100.0 

170.1 

100.0 

76.2 

Ownership and management 

100.0 

I2S.5 

100.0 

* 5®-3 

100.0 

74.1 

.All agents of fabrication 

100.0 

> 3>-9 

100.0 

163-5 

100.0 

74-9 
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gained greatly in their market relations betiveen 1914 and 
^ 9 ~ 9 - Payments for die services tliey rendered, measured, 
for convenience, on a per ^vorker basis, increased mucli 
more rapidly than did the cost of the goods they bought. 

Recession and depression brought an advance of some 19 
per cent in output per man hour tvorked. The rewards of 
manufacturing labor, and of o'lmership and management, 
computed on a man hour basis, shotv guins approximating 
15 per cent. Total returns declined substantially, of course, 
but for eacli man hour of ivork agents of fabrication scored 
appreciable advances during die period of decline. These 
gains fell only slightly below the increase in productivity. 

It appeal's that manufacturing producers shared but 
slightly in the rewards of die preA\^ar advance in industrial 
productivity. The friuts of the great advance of the next 
fifteen years iv’ent largely, hoivever, to agents of fabrication, 
particularly to the mixed gi'oup classed as ‘oivnership and 
management'. During recession and depression, also, die 
reiN’ards of diese groups, per man hour worked, advanced 
only slightly less diaii did output per man hour. 

SHARES OF CO^'SU^rERS 

To complete the picture ive turn noiv to die side of die 
consumer. "We lack data for many consuming gi'oiips but 
■we may estimate ivith reasonable accuracy die clianges af- 
fecting three or four important classes. In measuring die 
cost to diese consumers of die services of fabricators ive take 
account only of manufactured goods intended for human 
consumption. These are not finished consumers’ goods, for 
ive do not have adequate material for completely finished 
goods, but clianges in fabricational costs of goods ultimately 
to be consumed are, in fact, the inoi'einents that concern us. 
Decreases in the per unit costs of fabrication, for sucli goods. 
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to selected groups of buyers may be compared tvith changes 
in the real costs of fabrication of manufactured goods in 
general, resulting from increases of industrial productivity. 
The accoinpan)'ing measurements, 'srhich are portrayed 
giaphically in Figtire iG, define these changes. The figures 
are to be taken as approximations since available data do 
not make possible complete accuracy in the tracing of these 
movements. 

The measurements in the first line of the tabulation, which 
define (approximately) changes in the productive effort re- 

r:cuRn iG 

ESTIM.VTKD CHANGES IN REAL COSTS OF FARRICATION TO MANU- 
FACTURING PRODUCERS AND IN CORRF.SPONDING REAL COSTS 
OF .MANUFACTURING SERVICF.S TO \'ARIOUS CONSUMING 
GROUPS, >S99-«f)33 

■■ Rulcesfef C3 Rtil c:il Is nUriti 

f tf u-'l ef frtfjtl r 



1899-1914 1914 - 1929 1929-1933 

Measurements relate to average costs per unit of goods produced and bought. 
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CHANGES IN MANUFACTURING PRODUCTIVITY AND THE 
FORTUNES OF CONSUMING GROUPS i 


Change in real per unit cost of fabricttiion. 

iSp^ipT 4 

Ipi 4 -lp 2 p 

(j)crccntagc) 

19-9-1933 

in effort expended by producers 

Change in real per unit cost of fabrication 
to buyers of goods intendetl for human 
consumption 

— S2.S 

ftO 

— o-'u 

— 16.0 

Farmers 

— 20.9 

+ J."v2 

+50.1 

■\Yagc earners, general 

—-54 

27,1 

— 13.8 

Salaried trorkers, manufacturing 

11.8 

17.6 

+ 12-5 

Primary pt'oduccrs, non-agricultural 

— 0.1 

+20.9 

— 1.5 


1 Tlic figures in tliis table require some explanation. The index numbers in 
the first line, measuring changes in the ‘real cost of fabrication’ arc the 
reciprocals of the measurements of productivity. Thus in place of Q/N 
(total output divided by number of rrorkers) rre have N/Q (total number 
of workers divided by number of units produced). If rrc accept N as a 
measure of the aggreg-ate effort expended in manufacturing production, 
N/Q will measure the effort per unit of goods produced. The defects of 
Q/N ns a true measure of industrial productivity are present also in N/Q. 
N does not measure all ‘real prodtictive effort’. It is defective in that non- 
trage earners are not included, and also in that some of the effort embodied 
in capital equipment is excluded. It m.ay be assumed, although the assump- 
tion is not altogether justified, that although N does not include all types 
of productive effort, other types vary with N. Noting its defects, rve may use 
N/Q as a rough index of changes in actual productive effort per unit of 
manufactured goods produced. (For the last period the index is based upon 

total man hours divided by number of units produced.) 

The money cost, to buyers, of the contribution of fabricators to one unit 
of manufacttu'cd goods is given by VA/Q, that is, total mine added b)’ 
mamifacturc divided by number of units. (In the present case, only goods 
intended for human consumption arc included.) In measuring the real cost 
to farmers, the money cost of fabrication, per unit, is ‘deflated’ by an index 
of the prices received by farmers for their products. In measuring tlte real 
cost to wage earners, the money cost of fabrication, per unit, is ‘deflated 
by an index of hourly rates of pay. The market r-alnes of the services of 
salaried workers are measured in terms of a^■erage annual income. Average 
wholesale prices of non-agricultiiral raw materials furnish the standard used 
for primary producers other titan farmers. In each case cliangcs in the 
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money co^r arc reduced to changes in ‘real’ cost by means of an index mea- 
suring changes in the money jiricc of tiic goods or services sold by the con- 
suming group in question. 

Here, as in dealing with the fortunes of producing groups, we arc dealing 
only rvith approximations to tlic actual values desired. The measurements 
of changes in the rcalircd returns of fabricators may not measure precisely 
changes in the per unit co^t of fabrication, as paid by the several consuming 
groups. Distributional margins may vary. Again, sve only approximate 
changes in the actual effort c.\[)cndcd by various consuming groups, in secur- 
ing the funds with which rnamifactiircil goods are to be purchased, 'fhe 
productivity of labor in farming, for c.xampic, may vary with time. But for 
the purpr>sc of estimating the general nature of broad movements, these 
approximations may he lUili/cd. 


qilired to manufacture one unit of goods, provide a standard 
with which may l)c compared measurements of the changing 
real costs of fabrication, per unit of product, to various 
classes of buyers of goods intended for human consumption. 
During the period 1899-1914, when fabricators, as produc- 
ers, were gaining but slightly from the increases in industrial 
productivity, the cost to farmers and wage earners of fabri- 
cators’ services was dropping sharply. Per unit of product 
bought, the real cost of these serv ices to farmers declined 21 
per cent, to wage earners 23 per cent. These reductions were 
about equal to the decline in effort expended in fabrication, 
as a result of advancing productivity. Salaried workers gained 
also, but primary producers other than farmers received no 
share of the advances in industrial productivity. 

In the period 1914-29 the productive effort required to 
fabricate a unit of manufactured goods dropped more than 
32 per cent. None of this gain accrued to farmers or to other 
primary producers. Wage earners in general and salaried 
workers in manufacturing industries, as consumers, gained 
materially, however. Their pay for efforts e.xpcndcd increased, 
and the real cost to them of manufacturing services dropped 
appreciably. The wage earning group here represented is 
broader than the manufacturing wage group, but the nar- 
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ro^ver group enjoyed a similar gain. Botli as producers and 
as consumers industrial trorkers gained over this period. 

During the four years from 1929 to 1933 industrial pro- 
ductivity continued to ina'ease; the real per unit cost of 
fabrication tvas reduced 16 per cent. On tlie producing side 
trage earners and otrnersJiip and management gained, in 
that their monetary retrards, per man hour trorked, in- 
creased in purcliasing power. (Of course, these ttro groups 
lost materially in tlie aggiegate. tlirough die reduction in 
total hours trorked.) Among consumers fannei's lost heavily. 
The selling prices of dieir products dropped so sharply diat 
the real cost, in kind, of the fabricational services embodied 
in a unit of manufactured guods increased 50 per cent. Sal- 
aried trorkers lost also. Producers of non-agi'icultural raw 
materials gained slighdy. but die gi-eatest gain tras scored 
by tvage earners. An hour of labor, in 1933, irould buy 16 
per cent more in manufactured goods dian in 1929.® 


s These me.isumueius reltite only to the cost of fabricau'on, not to the total 
selling price of innnnfactnred goods. This limitation is necessary, since the 
prodnctirity meastirements are restrictetl to manufacturing operations. How- 
ever. the actual cwt of manulactured goods to final buyers includes tlie cost 
of materials, and distributive costs, as well as fabricational costs. Data now 
arnilable do not cover distributive costs, but we may estimate dianges in the 
I'cal cost, to rnrious consumitig groups, of raauufacturetl goods intended for 
human consumption, taking account of material costs as well as fabricational 
costs. Folloiving are measurements corresponding to those given, for fabri- 
cational costs alone, in the tabulation in the text above. 


iSpfl-ipiJ ip!^-Ip2p 
(percentage) 

Qiange in real per unit cost of fabrication 
and materials to buyers of goods intended 
for human consumption 


Farmers 

—16.5 

— 0.1 

^\■agc earners, general 

— lO.l 

— 36.5 

Salaried workei-s. manufacturing 

—7,0 

_sS.6 

Trimart" producers, non-agricultuial 

♦ w .. 

-r4.S 


ipap-ip^j 


-f35.o 
—23-6 
—0.3 
— ts.7 


^Vhen we take account, as we do here, of the actual selling prices of 
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In ait-cmpting to measure changes in the real costs of fab- 
ricators’ services we have dealt with specific groups of con- 
sumers for ^vhom records are available of changes in the 
prices of the goods or services from which their incomes are 
received. These are, of necessity, scattered groups, and do 
not include all consumers. We may supplement the preced- 
ing account with a brief .survey of changes in prices and 
costs expressed in dollars of constant purchasing power, at 
•wholesale. (That is, each price or cost index has been divided 
by an index of general wholesale prices.) This procedure 
does not provide true measures of changing real costs to 
consumers, since consumers do not buy at wholesale prices, 
nor are clianges in their rewards, for efforts expended, ac- 
curately measured by changes in Avholesale prices. But the 
comparison does provide general indications of the changing 
real worth of manufactured goods and of the services of 
agents of fabrication in terms of a broad list of commodities 
at wholesale. The measurements on page 451 define these 
changes. 

These figures are estimates, but the margin of error is 
far smaller than tlie wide movements they measure. The 
shifts are striking, A decline of sotne 25 per cent in the per 
unit cost of fabrication (in human effort) over the fifteen 
years prior to the "War was paralleled by a drop of 10 per 
cent in the average worth of manufactured goods intended 
for human consumjJtion, of 14 per cent in the average per 
unit cost, to ultimate consumers, of the services of fabrica- 
tors. There was some concurrent gain, not here shown, in 
the retvards of raur material producers. But a large portion 

m.'inuf.ictiired goods the .ipparcnt .savings of consumers during the first period 
arc reduced, those of the second and third periods arc increased, in com- 
parison with the changes in fabrication costs alone. The reason, of coune, 
is that raw material prices rose more than prices in general during the pre- 
^V'a^ period, but fell below general prices in the succeeding periods. 
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Change in real per unit cost of fabrica- 

iSpp-IQI^ 

ipi^-XQsg 

(percentage) 

ipep-iagg 

tion in effort expended by producers 1 
Estimated change in .average per unit 
worth of manufactured goods intended 
for human consumption (wortli mea- 
sured in dollars of constant pm-diasing 

—23 

—33 

—16 

poiver, at iriiolesale) 

Estimated cliange in .ai-emge cost of 
fabrication, to consumers, per unit of 
manufactured goods intended for hu- 
man consumption (cost measured in 
dollars of constant purcliasing power. 

— 10 

+3 

— S 

at wholesale) 

—14 

4-19 

t n 


Undustrial p^oducti^^ty, wdi reference to which these measurements of 
changing fabrication costs are estimated, is measured in tenns of output per 
twgc earner for tJic periods iSgg-igt^ and outptit per man hour 

for the period 1925-55. 


of tlie gains from increased productivity ^\•as passed on to 
consumers in tlie form of lotver prices. Production expanded. 
empIojTnent opportunities increased, and labor displacement 
tv'as kept to a minimum.^ Over the fifteen-year period from 
1914 to 1929 tifere was a net reduction of approximately 33 
per cent in the real cost of fabrication. This exceeded tire 
considerable saving's of human energ\' during tire pve-VYai- 
period. Yet the average selling price of nranufttetured goods 
in 1929 was soirre 3 per cent higher, iir dollars of constairt 
purchasirrg porvei'. than irr 1914. In spite of tire tremendous 
gain in productive efficiency in manufacturing industries, 
bu}'ers of irranufactured goods rvere forced to give more for 
them, irr coirrnrodities at large, tlrarr in 19 r 4. The final entry 
for tlris period irrdicates "who actually gaiired from tire in- 

■* Industrial displacement during tliis period is discussed in Ecooo.'nic 7'e uti- 
cjinVs (pp. 410— e't). rrotu 1^90 toi4 only one of eveiy* 4^ men emplosed 
rrithdrew from or ivns forced out of the industr)* in whidi he u'as working. 
orTTr eadi five-year census period. (The figure given is an average, of course.) 
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The suivey of productivity clianges in manufacturing in- 
dustiies and tlieir incidence between iSc)C) and it)33 has 
yielded die follo^ving general conclusions: 

The ina-ease of 30 per cent in productivity from 1S99 to 1914, 
and die corresponding decline of 23 per cent in die producti^'e 
effoit lequired to fabricate a unit of goods, benefited consuming 
groups. Agents of fabrication, as producers, secured only a small 
pordon of these gains. 

The ina-ease of 49 per cent in productivity from 1914 to 1929, 
and die con-esponding decline of 33 per cent in producdve effort 
required to fabricate a unit of goods, -worked largelv to the ad- 
rautage of producing groups. A substantial pordon of the total 
gain in producdt-iiy was secured by manufacturing -wage eai’na-s, 
as producers, n-hile o-wna-ship and managanent scored gains 
actually exceeding the ad\-ance in producdUty. lYage eai-ners 
and salaried %vorkei's, as consuma-s. also benefited, but consum- 

eflort of production may be mcastimi in terms of number of men employed 
or of man hom-s of labor a\pended. This tvould he acenmte if tve could t.ake 
account of all the furfirerf labor embodied in capital cqtiipment. This is 
done only in part in the measurements here employed. Because some of 
the capital goods used in production embody labor not included in our 
measurements, the actual ad\-auces in producii\-ity and the actual reductions 
in productive effort expended on each unit of goods were probably somewhat 
smaller than those here indicated. 

In assescsing the gains ot labor no account is taken of displacement and 
unemplo\-ment. resulting from technological change. IVe have attempted to 
define changes in the veal rewards secured per worker or per hour of labor, 
not variations in the aggivgate rewai-ds of labor as a class. For the purpose 
of the present analv-sis it is proper to me.asure real rewards in terms of a 
man or a man hottr unit. 

Finally, the index numbers used in the deflating process, in attempting to 
measure clianges in the real rewards of ix'th producing and consuming 
groups, are not exact instruments. A margin of error whicli we may not 
precisely define is pivsent in using them for the purpose of shifting from 
the money level to the commodity level of contributions and reirards. Here, 
as in other respects, the instruments used provide approximations to tlie 
desired results rather than definith-c measurements. It is improbable, how- 
ever, that closer approximations would reverse the essential features of the 
movements recorded in the text. 
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ing groups drav/ing incomes from the sale of primary products 
actually experienced advancc-s in the real costs of the manufac- 
tured goods they purchased. (If account could be taken of the 
gain in productivity in agriculture and mining over this period 
the position of primary- producers in 1929, relatively to 1914, 
tvould be more favorable than the present figures indicate.) 

The increase of 19 per cent in output per man hour from 1929 
to 1933. and the coiTC-sponding drop of j6 per cent in tlie pro- 
ductive effort required to fabricate a unit of goods, v.'orked 
chiefly to the advantage of producers. Wage earners, as con- 
sumers. gained also, since hourly rates of pay were maintained, 
but no other consuming group among those here dealt with 
shared appreciably in tiie cost reduction. Farmers were forced to 
meet a very great advance in the real costs, to them, of fabricat- 
ing services on the goods they purchased. 

Certain rather important reservations attaching to these 
various measuremenLs have been suggested in preceding 
p.ages. Correction for possible errors involved, if they could 
be made, would doubtless change the measurements some- 
what, but it is unlikely titai our conclusions concerning the 
general movements of the periods covered would be mate- 
rially modified. Over the thirty-four years here reviewed the 
productit ity of manufacturing industries increased steadily; 
indeed there is evidence of acceleration. But the gains result- 
ing from advancing productivity were allocated in quite 
different ways in the several periods reviewed. The essential 
fact is that prior to 191.5 the major share of the benefits of 
higher productivity and declining real costs of fabrication 
tvent to consumers; thereafter die chief shares went to pro- 
ducing groups— to wage earners, ownership and management. 

The reasons for this striking shift in the incidence of in- 
creasing productivity can not be fully established, but cer- 
tain of the major factors may be briefly suggested. 

The pre-'^Var period tvas marked by a general and sus- 
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tained advance in commodity prices. During die later period, 
folloiring die sharp 'W'ar-time advance, a consideinble net 
decline in prices occurred. Labor costs and overhead charges, 
trhicli are important elements of die fabricational margin, 
tend to lag beliind die lei'el of wholesale prices. Accordinglv 
sudi costs, as a percentage of seUing price, tend to decline 
tvhen die trend of prices is rising, to increase idien die ti'end 
is declining. 

During die '^Var a strong sdmulus teas given to the pro- 
duction of rate materials outside Europe. "iVlien die special 
needs of die '^\'ar passed and when European counn'ies re- 
turned again to full productive activity, raiv material pro- 
ducers irere in a ■weak market posidon. The decline in die 
prices of primary products strengdiened die relative position 
of fabricators. Price tveakness among primary producers per- 
sisted during a large part of die post-'^Var decade and during 
die latest recession. This treakness and the relative sti’engdi 
of fabricators contributed to the cliange noted in the division 
of the total value product of manufacturing industries. 

The restricdon of immigration into die L-nited States 
sti'engthened die bargaining position of American labor in 
die '\\*ar and posc-"i\'ar years. This teas accompanied by a 
fairly general diange in die attitude of large employei's on 
the tv'age quesdon. The principle of maintaining purchasmg 
potver dirough high ■^v'ages "was widely endorsed. Acceptance 
of diis pi'inciple was pardy responsible for the increase in the 
share I'eceii'ed by manufacturing labor in die fruits of ad- 
t'ancing producdvity. 

During die first post-'i\'ar decade consumer demand "was 
heavily supported bv important non-recurring elements. A 
gi'eatlv expanded reservoir of credit "was draisai upon to 
Finance the ina'ease in installment purchasing. Speculati'se 
profits, reaped in securides and real estate markets, veie in 
part used to purchase consumption goods. „endiiig abroad 
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on a large scale supported heavy foreign purchases. With 
demand tlius strengthened it was easier for the sellers of 
manufactured goods to maintain the fabricational margin 
and the selling jiriccs of manufactured goods, even though 
productivity was increasing and costs of production were de- 
clining. 

We may think of the gains of industrial progress through 
advancing productivity as being divided through a three- 
cornered pulling and hauling contest among primary pro- 
ducers, agents of fabrication and consumers. In pre-War 
years primary producers and consumers stood in positions of 
relative advantage and reaped most of the benefits of rising 
productivity. The tide turned with the end of the War. 
Primary jjroduccrs lost bargaining power; the trend of prices 
and special posi-War circumstances contributed to strengthen 
the position of fabricators. Among consumers, primary pro- 
ducers were in a weak position. The buying power of other 
important consuming groups was artificially bolstered, so 
that competitive pressure on the demand side, towards lower 
prices, was greatly weakened. 


Industrial Productivity and Economic Frictions 

The preceding pages have dealt with a variety of changes 
that occurred during the ^Var, the post-War e.xpansion and 
the recent years of recession and recovery'. The adverse for- 
tunes of primary producers, the expansion of fabricational 
margins and the increased returns of fabricators, the per- 
sistence of relatively high prices for many types of finished 
consumers’ goods and of capital equipment— these have been 
characteristic of the entire period since the \V^ar and stand 
in notable contrast to the conditions and tendencies prevail- 
ing in the United States during the several decades before 
the War. Coe.xistent with these conditions we have noted a 
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steady iiicidsse in iiid tistrial pi'odiicLiN'itv iu iiiuiiufacuirinsj 
industries; unemployment that premiled even imder condi- 
tions of general prospeiatv, tliat readied extreme proportions 
during tlie depression and pei-sisted ivitli exceptional ob- 
stinacy during recovery: die prevalence of inflexible prices 
and of odier economic rigidities tiiat constitute important 
sources of friction in die condnuing processes of adaptadon to 
dianging economic circumstances. 

Many forces lie behind these phenomena. ^Ve should 
unduly simplify a situadon into ivhicii mamv mriables enter 
and in idiidi causal connections run in diverse direcdons if 
ive should seek a single explanation of die conditions dis- 
cussed iu this study. Vet soniediing of a unifying principle 
is to be found in die reladons traced in this diapteiv Giang- 
ing producdxrty and its diverse incidence, on the one hand, 
economic fricdons diat impede prompt adaptation to such 
dianges. on dte other, bulk large among the complex of 
factors responsible for the spotty pipsperity. the persistence 
of unemployment and die shifts in price reladons and in 
the distribudoii of purchasing poiver diat have ciiaracterired 
recent years. 

Qiantres in teclinolosp- and related mriations in industrial 
productivity are perhaps die diief dynamic element in mod- 
ern economic systems. Sucli dianges are continually occur- 
ring; recendy diey* have been of exceptional magnitude. Their 
direct effects amd repercussions are felt over a. wide imige. 
Tliev involve substantial akeradons in the manner in whicn 
productive resources are used, in die demand for labor, in 
producdon costs and prices and in the current distribndon 
of purdiasiiig power. But die incidence of tnese cnanges is 
snbiect to alteration. The character of demand for the prod- 
ucts of the industries affected, die nature ot tiie change in 
producdidtv and die strategic poiver of tiie pro-auciiig and 
consuming groups directly concerned iimnence tne itnmedi- 
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nients cliaracteristic of a modern money economy 'sronld im- 
pede the rapid spread of pundiasing po'^eer shifted from its 
origiital dtannels. 

Of course, many evidences of prosperin' mav be present 
even though gains in productivity are not reflected in lower 
fabric.ational margins and reduced prices of finished goods. 
'Wage rates and tlie aggregate earnings of labor employed in 
maitufacttiring industries m.ay be high.’^ Corporate earnings 
may be large and die prices of securities may rise to high 
levels. Indeed, the high fabricationa .1 margin made possible 
by productivity gains not passed on to consumers mav con- 
duce to just tliese conditions. But trhen the ad^•antages of 
higher productivity find this outlet, prosperity may for long 
periods be limited to special groitps. The retcards of primarx- 
producers may remain lore, rdativelv to tire prices of finished 
goods. '^*olutne of sales and of prodttetion may remain low. 
in comparison trith productive potentialities and the needs 
of consumers at large. Unemplox'ntent will persist in large 
volimie. Indusu'y will be burdened tvitlt high overhead 
charges, because of the liigh cost of finished capital goods. 

Ultimately, as the new puixliasing poxver of favored groups 
slotclv diffuses through the economy, .a higher level of acthitv 
is to be expected unless further complications intervene. Yet 
snch complications may ocenr. gixing rise to a semi-perma- 
nent condition of concurrent prosperity among some eco- 
nomic groups, unemplox'ment and persistently lotv returns 
to other groups. It is conceirable, under modem conditions, 
dtat portions of die increased income of die favored groups 
mav never become effective in stimulating die productive 
energies released in the first instance by the gain in produc- 


^'The part th.it v,v.ps piyricr.*.' 5 n mnttnctuiir.s: ir.vir.stries pliy 
buxin^ nctixities of coo.j'.i:-ters it lirps £5 ir.diciteS by the fset th.it 
sr.ch wigys coutiuitod 14 per ceit of tiie nittor.i! tr.coi'.e pi£i or.t: 
the coTrejpor.dir.g p-ercsitigi xvis ti. 


ii the 
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tivily. A loan abroad, expended in foreign markets and ulti- 
mately disavowed by the borro\vcr, exemplifies such a de- 
velopment. Far more important as a cause of continuing 
maladjustment of this type is the mere persistence of techno- 
logical improvement, with new gains displacing workers in 
one section while the frictions of a modern economy impede 
the diffusion of the augmented purchasing power of favored 
groups in other sections. 

Precisely this condition has characterized the post-War 
economic scene. Industrial displacement and technological 
unemployment were in evidence jrrior to the recession of 
1929." The whole post-\Var situation, marked by high fabri- 
cational margins, high prices to consumers, high prices to 
buyers of capital goods, relatively low rewards to primary 
producers, is related to this basic fact. The gains of higher 
productivity were reaped, in the main, by particular groups, 
occupying strategic positions.'* Because of the many frictions 


' In c.ncli of the three hiennial census periods from 1923 to 1929 one man 
out of 20. on the average, withdrew front or was forced out of the indtislr)’ 
in which he was working. This was more than double the separation rate 
prevailing over census periods more than twice as long, prior to the War. 
The sejtaiation latc increased greatly, of course, from 1929 to 1933. 
s Confirmation of this statement is found in the rapid growth of profits, the 
large additions to corporate surpluses and the high postTVar level of re.al 
wages in industrial enterprises (sec Hcovomic Tendencies, pp. .116-528). The 
following figures reveal more sharply the relative gtiins of wage earners. The 
industric-s licrc rcprc.sentcd (commercial and savings banks, mining, manu- 
facturing, construction, lailroads, Pullman and express, water transport, street 
railways, telephones and telegraphs, private electric light and power com- 
panies) extend beyond the industrial sphere, but the general tendencies we 
have discussed arc clearly shown by the composite figures. The averages given 
have been computed from annual data cited by M. A. Copeland ("National 
Wealth and Income — An Interpretation”, Journal of the American Statistical 


Association, June 1935, p. 38.1). 
Aggregate pay rolls as a percentage of 


1^0^13 ipi^23 z^2,f-2S 192P-32 


total realized income, banks and 


non-farm industries 


72.9 82..} 79.9 77-0 


{Footnote 8 concluded on p. .fFi) 
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present in tlie postA\ ai' "world, the process of diffusion, by 
"wliich tlie higher pnrdiasing potrer of these groups was 
brought into contact with die producdve energies released 
by advancing industrial efficiency, was protracted. Persistent 
maladjustments, the most obvious of ^vhic}t was industrial 
unemploNinent. tvere the outtcard manifestations of diis con- 
dition. Special circumstances in dte fonn of fortuitous addi- 
tions to die current income of consumei-s at large lessened, 
for a time, the adverse effects. 'iVith the remo\-al of these cii- 
cumstances, and under the pressure of other forces during 
recession, the maladjustments became pronounced from 1929 
to 1933. 

The cliaracter of these maladiustments and the clianges 
dni'ing the recoieiy fiom 1933 to 1936 ivere discussed in 
preceding diapters. This recovers" has been fairly broad, in its 
effects on economic gi'oups. Price disparities have been re- 
duced, the incomes of primary producers have been raised, 
ivage rates haie adianced in manufacturing industries and 
volume of emplosanent has increased somewhat. Yet in spite 
of diese gains it cannot be said that prosperity is general in 
1936. or diat the benefits of recovery have been evenly ap- 
pordoned. Uneniplo\anent persists in great volume: die ag- 
gregate volume of industrial pi"oduction has barely touched 

(Realired income is total income. c:xcii!ding additions to corporate snrplns. 
The groups included accounted for about .jo per cent ot the total realized 
income of the connm" in Joso.) 

The proportion of realized income going to wage earners in these indus- 
tries ad\-anced markedly over the decade 10:9-15 to 1910-25. Some decline 
occurred thereafter, but ewn the depression years witness^.! a higher average 
ratio of pav tolls to realized income than preratled prior to the 1\ ar. e 
should note. too. that other portions of the fabrictuional margin were ex- 
panding preciselv ivhen the pay roll percentage declined after loas- Profits 
rose markedly from 1925 to 1929. and owrhead charges expanded relatively, 
from 1929 to 1952. The entire pcst-War period iv-s marked by reiatiwly 
high disbursements to income recipients deriring their reirards from the 
fabricational margin. 
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advancing productivity. In a system inevitably restricted by 
necessary public regulation and by tlie operating conditions 
of private industry, perhaps tlie cliief means of minimizing 
tliese difficulties is the immediate spreading of industrial 
gains over tlie tddest possible area. The cramping influence 
of frictions may be reduced to a minimimi trhen die benefits 
of enhanced productivity are diffused from many ceiters. 
The purchasing poirer that is shifted from one gioup to an- 
odier, as a result of teclinical or organizational improvements, 
may in diis manner be brought into most immediate contact 
ividi the energies released by these improvements. 

From a social point of view it is desirable diat gains in 
productivity should bring a larger output, irith advanced 
living standards for consumers at large, radier than special 
adrantages for some, coexisting widi idleness of important 
productive resources. These ends may be most readily at- 
tained through a reduction in the selling prices of die finished 
goods immediately affected by the productii'ity gain, a re- 
duction equivalent to die saving in cost of producuon.® For 

S' This staienicnt of tlie conditions tliat arise ivith adrances in prodnctiwly 
deals -n-ith general considerations only, and idth the .'.‘roJega- of economic 
adjustment rather than \dth tactics. It does not take account of the prob- 
lems of the indmdual maimfactvtrer in setting the selling price of a specific 
comraoditv. On this level the issues are numerous and complicated. The 
various elements of cost, on a per unit basis, are hard to differentiate, diffi- 
cult to measure. The probable effect of a given cliange in price on volume 
of sales is largelv a luatter of guess-work, until the step is taken. .-It a given 
time many of the costs of the innicidual enterprise are fixed, and the manu- 
facturer is not free to adjust litem in the light of changed producti\-e condi- 
tions. Moreover, many niannfactniers are several stages lemos-ed from the 
final market, with mtmetous distributional costs, not open to their control, 
interx-cning between their selling prices and the final prices paid by the con- 
sumet-s. These xarions ciixumstanccs reader the fixing of a suitable selling 
price perhaps the hardest single problem confronting a manufacturing pro- 
ducer- fVe gain only a distorted xiew of the issues faced in effecting sodal 
adjustment to changes in industrial prcductix-ity if we fail to recognire the 
complexity of the price-setting problems of indmdual manufaaurers. and 
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FREQUENCY TABLES 

Percentage Distributions of Selected Lists of Commodi- 
ties, Classified According to Dates of Recession 
AND RE\ n-AL of 'W'holesale Prices During Tivo 
Business Cycles 
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APPENDIX II 


DISTRIBUTION OF WEIGHTS AND CLASSIFICA- 
TIONS OF COMMODITIES IN WHOLESALE PRICE 
INDEX NUMBERS OF THE NATIONAL BUREAU 
OF ECONOMIC RESEARCH 

ArrnNnrcr.s II rmcl III of Economic Tendencies in the United 
Stales contained annual index numbers of wholesale prices for 
various commodity groups, with an explanation of the procedure 
employed. Appendices III atid I\' of this volume contain .some 
additional group index numbers for the period 1913-29 and 
measurements for later years and months, together with some 
modifications of tiie earlier .series. The increase in the number 
and cliaractcr of the jiricc series available for recent years has 
made it possible to enlarge the sample. At the same time, some 
clianges have been made in methods of averaging and weighting. 

The index numbers for the period 1913-29 are geometric 
averages of relative prices, unweighted except that important 
commodities have been rc|nesentcd by more than one series of 
price cjuoiations. The annual and monthly index numbers for 
the jieriod from 1929 to date arc weighted arithmetic averages, 
or their aggregative equivalents. Weights are based on average 
quantities produced in 1927 and 1931, and on corresponding 
values. Certain commodity groups, notably foods, have been re- 
duced in weight because of their relatively lieavy representation 
in the index. 

Price series used, tlieir weights and the details of the classifi- 
cations employed arc indicated below. The weights given are 
average values of the cpiantitics produced in 1927 and 1931, 
pressed as thousandtiis of the total value of all the commodities 
included in the index. 
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Distribution of AVeights and Classifications of Commodities 
IN A\'holes.ale Price Index Numbers of the National 
Bureau of Economic Rese-vrch 

The complete titles of the t’arious columns are as follmrs: 
Column 

(3) ANTight (aggregate tveight placed equal to looo) 

(4) Products originating on American fanns 

(5) Products other than those originating on American 
fanns 

(6) Foods 

(7) Non-foods 

(S) Producei's’ goods 
(9) Consumei's' goods 
(to) Goods entering into capital equipment 

(11) Articles of human consumption 

(12) Building materials 

(ig) Fuels used in production 

(14) PiMducers’ goods destined for hiunan consumption 

(15) Non-dm-able goods 
(iG) Durable goods 

(17) Fuels used in production 
(iS) Crops 

(19) Animal products 

(20) Metals 

(21) Non-meiallic minerals 

(22) Forest products 
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leads to certain nriiior inconsistencies ainonj' some of the i;ron|j and snUgronp indexes, 

2 I he nnmber of price qnotations represented in tlie averages for the <IilTerent commodity j’ronps varies from year 
to year as more series have become available. The entries for i()i;t and 1929 are minima and maxima, respectively, 
for tbe period (91 3-29. The number of tpiotations tised for the recent years is given in Appendix IV. 
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APPENDIX R- 

INDEX NUMBERS OF ^V-ROLESALE PRICES 


"X t'r\X''T'“T 3 

AIX 

CO^CMOI’l- 

“T*? 

3 L\\V 

MA- 

'yV't*T - 1 1 C 


MONTH 

All. 

coMMor:- 

•L\^V 

M,V- 





coccjj 

TITS 

TiXlAZ-S 

Gcors 

10^.0 

}y 

SS.S 

S^.S 

pi -7 

-> 5 S 

Jy 

7 :'^^ 

53,5 



_» 

SS-i 

^S -9 

Qlo^ 


7 ^^ 

654 

7?-3 


SS4 

Sia 

01^ 

s 

75 *^ 

604 

SO-5 

o 

S7.1 

S24 

0 X 0 

0 

75 -^ 

65.9 

So,Q 

A* 

^ 5 - 

rs-'p 

SS-6 

X 

73-5 

63-7 

^-7 

D 


75.0 

S'" * 

D 

75 -*^ 

65.6 

S0.5 

JOJJ 

J 

SX.Q 

7 A '5 

^ 3 -=^ 

-iCI./ 

/ 

T^-i 

67.5 

Si,o 

jpCT* 

So,6 

75 -P 

S-i.S 

JT 

77-6 

60-5 

S-.T 

M 

79 -S 

s 


-\r 

i > '4 

69.2 

S5.O 



71.6 

S5-0 

A 

4 * **' 

6^7 

sxr 

M 

rr-i 

69.7 

S1.7 

AP 

4 * *" 

65-5 

9*2 .Sl 

J 


65.0 

SxS 

/ 

7S-9 

71-1 

S5 *" 

Jy 


67.7 

^''■7 

'V 

7 ?'- 

72.0 

^ 3-5 

A 

73 -5 

672: 

SxS 


So,7 

7 P -6 

Si4 

s 

i • 4'4 

67,-0 

S:'.o 

5 

Sko 

Toa 

S5-1 

P 

J O'- 

64.S 

7 ?o 

0 

So-7 

74 *k 

S5-S 

X 

ES -7 

61.9 

79 '^ 

X 

Sox 

74 '5 

SiJS 

I> 

72.0 

69.1 

k' 4 'C* 

D 

Six' 

733 

S4-5 

’PS- 

J- 

rxs 

65.1 

75.2 

-S ?5 

/ 

Sr-6 

77-5 

^ 5-7 

y 

63,5 

594 


F 

S5-2 


S 5 js 

Af 

65-9 

55.7 

T.--S 

yi 

S5H 

:Sj> 

S 5-5 


oS-j 

A 7 -? 

— 4 — 

i't'i 


S5-S 

:S-Q 

S 5 - 
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67-0 

??-? 

75 'T 

\r 


- 

i - •* 

S 5 o^ 

J 

65.1 

AA-A 

75-0 

7 

S5.5 

4 i 

S ?*5 

jy 

67.0 

.- 7-0 

7 S-^ 

* J 

Si:.o 

77 -^ 

SS-i 

t 

^■2 

Pr-.A 

57 -^ 

75 '^ 

t 

^ 5-7 

77-9 

S7.5 

S 
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77-9 


o 

65-9 
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"“^jS 
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D 

dj.S 

.-S -7 

7^*7 

I> 

S4-5 


SS-o 

J 

65.2 

«* 


1 

SUjo 

'SJ? 

S7.5 


62.y 
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PRICES JN RECESSION AND RECOVERY 

INDEX N DM REUS OE WHOLESALE ERICES (coni.) 


NON-I)URAIlLr, GOODS 


YI,AU 

( 

perishable 


vi;ar 




OR 

(ind 

semi-durable) 

OR 


DURAni.i: GOOD.S 

MONTH 

Raw 

I’rocc.sscd 

'lotiil 

MONTH 

Raiv 

Processed 

Total 

N 

io8 

3 C 1 , 

‘ 1^9 

N 

4 G 

17G 

000 

jp2p 

JOO.O 

100.0 

100.0 

>9»9 

100.0 

100.0 

100.0 

KJ^O 

85-= 

9 >-9 

89.1 

>930 

89.2 

91-3 

93-0 

1P31 

C .}.5 

78..1 

72.7 

>93 > 

7G.8 

87.2 

84.G 

>93- 

50-9 

G8.8 

«i .5 

>93» 

G7.8 

82.5 

78.8 

>933 

53A 

71. G 

G.1.1 

>933 

lb-9 

82.G 

81.0 

‘93-1 ■ 

C5..1 

80.7 

7 i-'l 

>931 

82.3 

89-3 

87.G 

>935 

7.1.2 

8G.1 

81.2 

>935 

82.2 

88 .G 

87.0 

>9~9 




>9-9 




} 

99-8 

101.;', 

I<K ).7 

J 

98.1 

100.1 

99-7 

f 

99-7 

loo.G 

100.1; 

1 

99-7 

100.3 

100.2 

M 


1 oo.G 

1 00.5 

M 

103.1 

100.9 

101.5 

A 

99-7 

100.2 

I (K >.0 

A 

102..} 

101.1 

101.5 

M 

97'G 

100.2 


M 

loo.G 

100.8 

100.8 

J 

99 « 

99'7 

90*1 

J 

lOO..} 

loo.G 

lOO.G 

Jy 

) 0 1 .0 

100.9 

101.0 

Jy 

100.3 

100.5 

1 00.5 

A 

102.7 

101.0 

101. G 

A 

100-3 

100.0 

100.1 

s 

I02.f, 

100.7 

101..1 

s 

99-9 

99-7 

99-8 

o 

hxi.8 

99-9 

1 00.2 

0 

99-3 

99-1 

99-1 

X 

97 <' 

9S.G 

98.1 

N 

98.2 

98.8 

98-7 

. D 

97-3 

98.1 

97-7 

D 

97-5 

98.8 

98-5 

>93" 




ll>}0 




I 

1 ) 0.2 

97-3 

9G.7 

J 

97 -f'' 

97-8 

97-8 

/■• 

93-8 

98 Tl 

9 . 7-1 

F 

97-1 

97-1 

97-1 

M 

91.1 

9 .'.-J 

93 (> 

M 

9G.R 

97-3 

97-3 

A 

92.0 

9 . 7 -= 

93-8 ^ 

A 

9 I-» 

9G.8 

9G.2 

M 

89-1 

91-3 

92-3 

M 

90.5 

9 . 7-9 

91-8 

J 

8 r ).9 

92. G 

89.R 

J 

8S.7 

91-8 

93-2 

Jy 

81 .2 

9‘-3 

RG.8 

Jy 

87.0 

93-8 

92.1 

A 

81. G 

90..1 

8G.S 

A 

8G.1 

92-7 

91.2 

S 

82.0 

90..1 

8G.9 

.7 

8 . 7-0 

92-2 

90-5 

O 

80.0 

89.1 

8 . 7-3 

0 

83.0 

91.G 

89-.7 

N 

7G.7 

87-3 

82.9 

N 

83.1 

91.1 

89-2 

D 

73-2 

85.8 

80.6 

D 

82.G 

90.4 

88.G 



APPENDIX IV 

INDEX XEEM15ERS OF WHOLESALE PRICES (coat.) 

NON’-PUR.\BLE coons 
(perishable 


MONTH 

and scmi-ditrabh'j 

Raw Processed Total 

MONTH 

RatN' 

DURABLE GOODS 

Processed Total 

jp^I 

J 

71.6 

SS -9 

_o 0 

ip^J 

J 

82,0 

S9-7 

87.8 

F 

69^ 

S2.6 

77.0 

F 

Si.o 

S94 

S7.2 

M 

6S.9 

Sl.Q 

76.6 

Ai 

S0.7 

Sq.i 

S7.0 

A 

6S.0 

S0.7 

754 

A 

79.6 

53.5 

S6.3 

M 

65,^ 

79,0 

73-6 

M 

77 -S 

87.8 

§5 4 

J 


77-9 

72-3 

J 

76.6 

57-3 

S4.7 

Jy 

64." 

77-9 

0 

Jy 

754 

8 7.0 

St .2 

A 

63.1 

77.S 

71,8 

A 

75-1 

86.6 

83.8 

S 

61.3 

76-9 

70.5 

S 

74.S 

86.2 

S34 

O 

5 S 1-9 

7'>-3 

tip.6 

0 

73-6 

S3.6 

82.0 

X 

60.0 

75-9 

69-3 

X 

73-1 

55-3 

82.2 

D 

57-5 

7 S-S 

67^ 

D 

72.2 

S4.6 

S1.5 

J 

Al -9 

72*2 

65-2 

Tp ?2 

/ 

72.0 

83.9 

S0.9 

F 

55.0 

71-3 

63.8 

F 

70.2 

S3.1 

So.o 

M 

r>2-s 

71-2 

<JS -4 

Af 

694 

83.1 

79-5 

A 

514 

70.2 

P2.5 

A 

6S.5 

82.S 

79-3 

M 

494 


60.7 

AI 

67.2 

52-5 

7S.7 

J 

4S.S 

67-5 

59-9 

J 

65.6 

824 

75-3 

Jy 

50-7 

67.S 

60.9 

Jy 

65,8 

82.1 

7S.1 

A 

51, S 

6S4 

61.6 

A 

66.1 

82.3 

75-3 

s 

524 

6S.9 

62.1 

5 

674 

82.0 

754 

o 

50-2 

6S.1 

60.8 

0 

67-3 

81.S 

75-2 

X 

49.1 

67^ 

59-5 

X 

66.5 

Si. 9 

7S.0 

D 

464 

66,0 

58.0 

D 

66.1 

S1.7 

77.S 

■foS 5 

J 

450 

644 

56,6 

LOSS 

J 

66.0 

So .2 

76.6 

F 

4 S -7 

65.6 

554 

F 

65.2 

80.3 

76.7 

Ar 

45-2 

65 .8 

56.2 

AI 

f>— 0 

79-3 

764 

A 

4 f '-3 

64-3 

56.9 

A 

68.0 

80 v2 

77.1 

Af 

51.1 

67.0 

60.5 

M 

714 

79-7 

77-6 

J 

54-6 

69.0 

63.6 

J 

76.1 

80.S 

79-7 

Jy 

6 xa 

74-5 

68.8 

Jy 

80.6 

Ssjs 

81.9 

A 

59-2 

771 

69.S 

A 

Si.S 

85.S 

Ss-s 

5 

59*5 

78.1 

704 

s 

82.8 

54-7 

54-5 

O 

• 57*9 

78.1 

69,8 

0 

82.7 

85.8 

55-1 

X 


77.S 

69.8 

X 

84.2 

85.9 

^ 5*5 

D 

r,Sa 

76.S 

69.2 

D 

84.S 

864 

S 5.0 



5o8 PIUCES in recession AND RECOVERY 

INDEX NUMIiERS OF WHOLESALE (cout.) 

GOODS DtlSTI.NJUi TOR GOODS DIJiTINED 

YEAR OR USE IN CAI'lEAE EQUll’MENT EOR HUMAN CONSU.MmON 


MONTH 

Raw 

Processed 

Total 

Raw 

Processed 

Total 

N 

26 

83 

ii 4 

124 

3G7 

491 

>9-9 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

jijyj 


9= -7 

go.G 

85-1 

92-3 

89.6 

19)1 

Gfj.O 

S 3-7 

81.9 

G5.1 

79-7 

74.1 

>93- 

59-7 

81.} 

7O.1 

51.8 

70.8 

G3-4 

>933 

G7.S 

79-9 

77.0 

54.G 

73-2 

83-9 

>93-1 

77-7 

8G.3 

84.1 

6G.3 

82.0 

75-9 

>935 

79 * 

a 3 -! 

839 

7 - 1-7 

86.9 

82.2 

1CJ29 

J 

97-1 

99 -S 

99 -« 

99 -G 

101.3 

lOO.G 

F 

100.5 

1 00.0 

100.1 

99-3 

100.5 

100.2 

M 

1055 

loo.y 

101.9 

100.6 

100.3 

loo.G 

A 

103.2 

101a 

101.5 

99.8 

100.2 

100.1 

M 

100>} 

lOI.O 

100.7 

97-8 

99-7 

99-0 

J 

irxj.i 

KXi.y 

1W.5 

990 

99-8 

99-5 

J 

100.5 

K )'>.5 

100.5 

101.5 

100.7 

101.1 

A 

100.8 


100.3 

102..] 

100.7 

101.5 

S 

i(XJ.3 

100.1 

100.1 

102.3 

100.} 

101.2 

U 

99-3 

99.G 

99-3 

itKj.7 

99-7 

100.1 

X 

97-3 

gS.S 

98.5 

97-8 

98-3 

9S.1 

D 

90-3 

9^-7 

98.2 

97-1 

9S.0 

97-8 

>930 

J 

95-3 

97-3 

9G.8 

9 G -3 

97-2 

9G.9 

F 

93-7 

9G.G 

9G-I 

91-0 

9G-I 

95-3 

M 

91-9 

9 G -3 

939 

9>-5 

93-5 

91-0 

A 

91.1 

93-7 

91 -G 

92.1 

93-1 

91 -* 

iM 

86.2 

95.2 

92-3 

89-3 

91-5 

92.6 

J 

8,j.2 

92.0 

90.G 

8C.0 

93-0 

90-4 

J 

81 .1 

9' -9 

8q.2 

8 1 .5 

91.2 

87-5 

A 

79-0 

91.0 

8^3 

81.9 

90.9 

87-1 

S 

77-9 

90-7 

87-5 

82.3 

90.6 

87-3 

0 

75 -G 

89.9 

86.} 

80.} 

89-5 

85.9 

X 

73-9 

^ 9-5 

86.2 

77.0 

87-9 

83-7 

D 

7G.1 

89-1 

8G.2 

73 -C 

86.3 

81.5 
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(COIlt.) 


month 


INDFK NUMBERS OF M'HOLESALE PRICES 

■ COOM DESTINI-P 

GOODS DtSriNtD FOR 
USE IN a\rlTAE EQUlDMpST 
Raw Processed 1 otal 


FOR HUMAN CONSUMrTlON 

Processed t otai 


Raw 


T95T 


J 

75-2 

F 

744 

M 

74-3 

A 

72.8 

M 

70-9 

J 

69.1 

J 

69.1 

A 

68.1 

S 

67-3 

0 

634 

N 

64.S 

D 

64.1 

JPS= 

J 

64.2 

F 

62.2 

M 

61.2 

A 

604 

M 

594 

J 

5^-5 

J 

57-7 

A 

_o - 

S 

59-S 

0 

59-5 

N 

M C 0 

D 

57-5 


88-3 

C- 0 

“0— 

88.2 

84.9 

87-9 

S4.6 

87. 1 

83-7 

86.8 

82.9 

86.2 

82.1 

85.S 

Si.S 

854 

Si. 2 

0« 

OO— 

80.9 

844 

79-9 

84.0 

794 

S3.2 

7S.6 


77-9 

81.S 

77-1 

Si.S 

76-9 

Si.S 

76-7 

S1.7 

76.5 

S1.5 

75'9 

S14 

75-7 

Si.S 

76.2 

80.9 

75-^ 

80.S 

75-6 

80.5 

MV 0 

/O'- 

80,0 

74-6 


72.1 

84-5 

79-8 

69.S 

834 

7S.1 

69.6 

82.9 

77*7 

6S.7 

81.7 

76.6 

664 

So.i 

74.8 

»-c* (5 

64.9 

79-2 

/j-'J 

64.7 

79-2 

73-6 

MOO 

63-7 

79-= 

10— 

62.0 

78-3 

71.9 

60.7 

77-7 

71.1 

70.8 

60.7 

58-3 

77-2 

754 

6S.7 


55-S 

55-9 

5S-2 


504 

49.6 



51.1 

•19-9 

-174 


73-9 

7S-0 

72.9 

71.9 

70.5 

69.6 

69.9 
70-3 

70.S 

70.0 

69-3 

6S.2 


66.5 

65.6 

65- 

64.2 

62.6 

61.9 

62.5 

634 

63-9 

62.6 
6r.S 
60.1 


J 

r 

M 

A 

M 

J 

J 

A 

S 

O 

N 

D 


o 74 

o 

58-2 

•i9-3 

63.0 
69.S 

7-1-5 

74.0 

74-9 

74-3 


7S.6 

79-2 

77-3 

7S4 


79-5 
S0.7 
Sr. 3 

52.5 

52.6 
?3-3 


73-5 

73-5 

72*7 

73- 5 

74- 2 
76.2 

75- 3 

79-0 
79-7 
S04 
S0.7 
Si -3 


46.1 

44-9 

464 

474 


66.6 58-5 

65.6 57-5 

65.9 55-2 

66.5 59-0 

65.5 62.5 


53-6 

714 


62.1 

75-5 

70^ 

604 

7S.0 

71.1 

60.8 

79-1 

7^-9 

^9.3 

79-3 

714 

r,q.S 

7S.9 

7^4 

59-6 

7S.0 

70.9 



PRICES IN RECESSION AND RECOVERY 

INDEX NUMBERS OF \VHOLFJ>ALE PRICES (amt.) 

GOODS Dl’-STINOJ FOR GOODS DFLSTINfJ) 

i;sr. IN CAI'iTAI. F.Qt'lPMFN T I OP. HOMAN CONSOMniON 


MONTH 

Rau- 

Processed 

Total 

Rav.- 

Processed 

Total 

1934 

J 

75-1 

8.}.G 

82.3 

61.7 

79-6 

72.6 

F 

75*7 

8G.0 

83-3 

C3.8 

80.9 

74-2 

M 

7C.5 

8G.2 

83-8 

83 -5 

Si. 3 

74-4 

A 

77-9 

R7.1 

8 {-9 

G2.3 

80.8 

73-6 


7S.9 

890 

8G.5 

G2.2 

81.1 

73*7 

J 

78.6 

87.S 

s:,.G 

63.2 

81.6 

75*2 

J 

79-3 

8G-{ 

8}.6 

GG.3 

81.6 

75-8 

A 

79-6 

8Gjd 

8{-j 

Gg.8 

83x1 

77-8 

S 

78-9 

85.8 

Q « ^ 

t, 

7'-9 

8.1.1 

79-3 

0 

78.= 

85--, 

83.8 

70.1 

83.2 

78.1 

N 

77-8 

8.7.5 

83.7 

Gg.g 

83-0 

77-9 

D 

7.8^ 

85-5 

83-7 

71.0 

83-1 

78-5 

1935 

J 

78.3 

87-2 

83.G 

7 JX. 

85 .« 

80.8 

F 

7S.1 

S 5-3 

83.G 

75.0 

86.0 

81.8 

M 

77 -‘ 

87-3 

83-3 

7 - 1-7 

8Gx) 

81.7 

A 

77*7 

87.= 

83 -{ 

78,0 

8G.8 

82.7 

M 

7^-3 

85-5 

83.S 

75-7 

86.9 

82.5 

J 

78-5 

87-8 

8}.o 

7} -3 

86-1 

81.8 

J 

l~~s 

87-1 

83-5 

73-3 

86.1 

81.1 

A 

78.0 

85-? 

R3.G 

7*1 -1 

87-3 

82.3 

■S' 

79 -' 

85-3 

83-8 

7^-1 

87.8 

82.6 

0 

81.2 

87.1 

S.}.i 

7 S -5 

87-5 

82.5 

.V 

82.7 

87-7 

85-0 

7 - 1 -= 

87-7 

82.5 

D 

8i.g 

85-8 

8 j -9 

7-5 

8.S.I 

82.8 

1936 

J 

81.7 

SGx) 

85.0 

7 - 1-8 

87.1 

82.3 

F 

82-} 

8G.2 

87.= 

75 -> 

86.2 

82.0 

M 

82.7 

85.8 

87.1 

73*7 

85*4 

80.6 

A 

82.7 

85-7 

85-0 

73-8 

85*0 

80.6 

M 

82.3 

85-8 

85.0 

72,7 

834 

79-3 

J 

81.7 

35*9 

84.9 

7.1.6 

83.6 

80.1 



APPENDIX IV 

INDEX NUMBERS OF M’HOLESALE BRICES (coiit.) 


YKAR OR 
MONTH 

N 

19-9 

1930 

J931 

1932 

•'P55 

1934 

1935 

192Q 

i 

F 

M 

A 

M 

] 

J 

A 

S 

O 

iV 

D 

J930 

J 

F 

M 

A 

M 

J 

J 

A 

S 

O 

K 

D 


BUILWNG ^tATERIAI3 
Raw Pi-ocessed Total 
2S S6 114 

100.0 100.0 100.0 

92.7 95-0 91 -S 

82.2 S5.9 S4.9 

734 794 77-6 

81.3 S2-5 S2.2 

S3.6 Sg.G S7.8 

82.W ? 9 -i 


99 -S 

100.8 

101.8 

1014 

101.2 
100.8 

100.3 

100.2 

99-8 

99-,8 

97 -S 

97-6 

95.1 

97 -S 

96.S 

96.0 

944 

92.2 

91-9 

91.0 

90.0 

8S.7 

85.7 

87.7 


100.7 

100.7 

101.5 

101.5 

100.4 

100.1 

100.2 

100.3 

100.3 

100.1 

99-7 

99.C 

99-5 

99-3 

99-3 

98.5 

97-5 

95-9 

94-= 

93-8 

92.8 

9= -3 

91.1 

90.7 


100.4 

100.7 

101.6 

101.5 

100.6 

100.3 

100.2 

100.2 

100.2 

99.8 

99-1 

99.0 

99 ' 

95.9 

95.5 

97-7 

96.6 

94-7 

93r> 

92.5 

92.0 

91.2 

904 

59.5 


rROl>UCERS FUllLS 

Raw Bi'ocessed Total 


6 

100.0 

gG.i 

S4.5 

54.1 

82. 2 

97 - 1 

98- 5 

101.9 

101.2 

99.S 
97-3 
97-7 

100.0 

99- 7 

99.8 

100.3 

100.8 

100.7 

101.2 

99-9 

9S.8 

96.S 

96.2 

96.1 

96.1 

96.1 

95-8 

96.6 

95'7 

9=-7 

9=-7 


15 

100.0 

95-' 

SS-S 

87.1 

82.8 

87.7 

86.6 


100.9 

95.5 
97-3 
99-' 

100.7 

103.5 

101.7 

98.5 

99-5 

99.6 

100.1 

99-9 

9S4 

9S.1 

96.6 

96.5 

99.8 

98-7 

94” 

934 

95-' 

92-5 

92.2 

89-7 


21 

100.0 

95-7 

S4.0 

85 '3 

82.5 
934 
93-7 

1014 

100.1 

98.5 
gS.i 

98.9 

101.5 

100.5 

994 

100.0 

1004 

100.5 

100.7 

99-3 

98 .5 

96-7 

96.5 

97"5 

96-3 

954 

94-9 

96.0 

944 

92.6 

9'-5 



PRICES IN RECESSION AND RECOVERY 

INDEX NUMIJERS OF WHOLESALE FRIGES (coiit.) 

nuit-DiNc MATniiiAi-s I’RonucKRs’ rui;i-s 


MONTH 

Raw 

Processed 

Total 

Raw 

Processed 

Total 

iQjr 

J 

87-1 

90.0 

89.2 

91.8 

88.8 

90-5 

F 

80.2 

89.2 

88.3 

9' -5 

8G.7 

89-6 

M 

Q >* M 

° a-i 

88.7 

87.8 

86.3 

83-7 

85 "3 

A 

8.1 .0 

87.7 

80.8 

83-5 

80.4 

82.4 

M 

83.2 

87.0 

85.8 

83.1 

80.9 

82.3 

} 

82.6 

80.2 

85-1 

79-8 

79-3 

79-7 

J 

80.5 

8-1 -8 

Sj.o 

79-3 

79-8 

79-4 

A 

80.7 

8.1.G 

83-5 

81.8 

83.G 

82.5 

S 

80.7 

83-9 

82.9 

83-5 

84-3 

83.8 

O 

79-5 

83-3 

82.1 

83-3 

85.0 

84.0 

iV 

790 

82.9 

81.7 

85 .> 

8G.1 

85-5 

D 

77-9 

82. G 

81.2 

85 .« 

83-3 

84.4 


J 

70.8 

81.8 

80.3 

85-3 

83.G 

84.6 

F 

75-8 

80.7 

79-3 

85.2 

82.5 

84.2 

Af 

7 L 9 

80.5 

78.8 

84-4 

83-3 

83-9 

A 

73-8 

80..] 

78-1 

84-.7 

87.0 

85.6 

Af 


793 

77-3 

84.5 

88.9 

86.3 

J 

70.G 

78.G 

7G.2 

81-1 

89-7 

8G.5 

J 

72-3 

77-2 

75*7 

84-1 

90-9 

87.0 

A 

72-3 

77 '.') 

75*9 

84.1 

89-7 

8G.4 

S 

72.9 

78.G 

76.9 

R3.8 

87.2 

85.2 

0 

72.7 

78.G 

78-9 

84.0 

88.1 

85.6 

N 

72.G 

78.S 

77.0 

83 -.G 

87.G 

85.2 

D 

72-5 

78.0 

7G.8 

82. 0 

8G.0 

83-7 

^933 

J 

72-4 

78.. 

7C.3 

79-1 

83.0 

80.7 

F 

72.9 

77-4 

7G.0 

77-1 

80.7 

78.7 

AI 

73-8 

11 -a 

7 fia 

7G.7 

79-7 

77-9 

A 

74.2 

77 -.G 

7G.O 

7 . 0 -3 

79-3 

77.0 

A I 

75-7 

78.7 

77.8 

74.2 

78.6 

75-9 

J 

80.2 

80.8 

80.6 

74.6 

80.4 

77.0 

J 

8.J.9 

84.2 

8.1.4 

78-9 

83-5 

80.7 

A 

8G.5 

86.0 

86.2 

82.0 

82.1 

82.0 

S 

87.2 

87.0 

87.0 

8G.G 

86.0 

86.4 

0 

87-9 

87-7 

87.8 

930 

88.0 

91.0 

N 

89.8 

88.0 

88.G 

93-5 

88.1 

9 M 

D 

90-9 

88.1 

88.g 

93-9 

88.6 

9' -7 
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IXDEX NUMBERS OF ^^'HOLESALE PRICES 


BriU>lXG MATERIALS EXOTLTXRS" FUELS 


MONTH 

Rai\' 

Processed 

Total 

Raiv 

Processed 

Tot: 

Ip^J 

J 

S5.0 

So " 

Sj.Q 

94.0 

SS ' 

- 7 t 

Ql. 

F 


59-5 

SS-i 

04.2 

^7-5 

QI- 

M 

S44 

So .6 

SS.i 

£4-5 

S 5-6 

QO.t 

A 

Sa.S 

So.t) 

SS4 

9 S .5 

^0-3 

02 .' 

M 


01.1 

Sp-s 

07.1 

So.; 

05 .^ 

J 

Sa.q 

01.4 

Sp.5 

07-3 

^7-3 

95- 

J 


oa.6 

SS -7 

pS.o 

SS - 

04 .; 

A 

S 2-5 

00,1 

S7.Q 

P ?-5 

So.i 

04 .; 

s 

Ssa 

S0.6 

S74 

qS.7 

SS.S 

cuJ 

0 

?2.3 

Sp.e 

S7.1 

?S -7 

S 9 .I 

94'! 

X 

? 2 .> 

Sp-s 

S7.1 

pS.tS 

SSa 

94'^ 

D 

?i .7 

Sp 4 

S7.0 

9S.5 

S70 

94'^ 

jp'> 

J 

So.o 

^9-.t 

SO.Q 

pSa 

SS.5 

pj.t 

F 

&>.S 

Sp.5 

S 5.7 

pS.S 


P 5 -; 

M 

St >-9 

Spje 

S0.6 

pS.5 

Sd.o 

pj.t 

A 

Si.o 

SS.6 

S 5 .S 

97.6 

So.o 

95.C 



ss.s 

SS.'S 

97.S 

So.p 

93-.' 

J 

Ss.i 

SS.5 

S0.6 

pS.o 

SS.5 

p 4.2 

J 

S24 

SS.i* 

So,7 

pS.5 

SS.i 

p 4-2 

A 

Si.O 

SS.S 

S7.0 

97-7 

S7,6 

95-7 

s 

S2.0 

Sp.5 

S7.S 

97.0 

SS-o 

02.6 

0 

Sj.ci 

Sp.S 

S7.P 

pS.6 

So.p 

95.6 

X 


^ 9 -r 

S7.9 

100-5 

53.6 

04-9 

D 

95.5 

So .6 

Sr.S 

100 ,S 

S0.7 

9-3-2 


J 


Sp-S 

? 7 -r 

iot.6 

S7.P 

95 'T 

F 

5 i :-5 

Sp.6 

S7.6 

lO^sS 

^^ 7-7 

07.0 

M 

?2.6 

Sp.s 

S7.2 

xoja 

SS-i 

07>2 

* 

-I 

S2.p 

Sp 4 

^74 

1W.7 

So-i 

C‘5-2 

•If 

SS.Q 

Sp ,5 

S7.6 


Sojs 

95*9 

J 

?£-9 

Sp.S 

S7.S 

l(X>,3 

Eo .5 

o 5 .i 



5^5 


APPENDIX II' 

INDEX XOrBEES OF "WHOLESAIE PRICES 





INTT' 





FOX Ki.'MAX CONyi'MrXtON' 

iX»V^V 

Mixs' Goors, r 

.^CK: 3 ^ir' 

MONTH 

Foods 

Xon'fordji 

io:ul 

Focd? 

Xci’.-Ev'ds 

Tc: 3 .i 

J 

-*■•?* XN 

J—— * 

7‘'9 

7^.0 

S4.0 

S7-1 


S' 


71.7 



S5.5 

$3,0 



70.5 


•> 

S5.0 

S4-2 

X 

CS-S 


133.6 

^*7 

S 5 -i 

^ 3-1 


155a 

65,5 

65,3 

::-? 

S4.3 

3x3 

j 



d ^5 

76,0 

?S-T 

3:^.3 

J 

6o,S 

^ 3-3 

C' 

77 -“ 

N >-5 


,4 

60.7 


6-^j£> 



52.2 

F 

oT-S 

<>1.6 

50.6 

* V *X 

^ 5-5 

^'7 

O 


6.X1 

5^1 

X-t' 

S2.5 

5:^,0 

X 

oTC 


3 ?— 

73 '3 

$ 5.2 

7 ?^ 

D 

H'S 

70,5 

3:-^'' 

7:'-3 

So.j 

77 -^ 

■TO?* 

J 

;\S -9 

7S.7 

3^'3 

r -''“9 

X -5 

<.r" 

F 

7,1.1s 


33 '* 



74 ^? 

jr 

oM 

37 -^ 

M '7 


73.Q 

7 ^* 2 . 

A 

7<xS 

3 ^x 

3^-3 

67.6 

i 

r 3 'T 


-i'-O 

M 3 

3 *-'> 

63,3 

« • “i 

— .c* 0» 

J 


M '3 

iOJN 

63.2 

X-? 

7 *“T 

J 

•SP'S 


33-^ 

^^74 

r?.? 

5 * 



3 s ''4 

T^h.O 

6r.c 

7^-4 

72-3 

S 

4?-= 

37 ^ 

33*3 

^73 

7X0 


o 

45-9 

3^3 

71,5 

^ 3-7 

X-o 

“"3^ 

i 

X 

4 S-? 

xi .5 

's ?’3 

63^ 

7FF 

72.3 

D 

^1-i 

33 '^ 


63.3 

75-9 

7 *^'^ 

J 

.i’ -1 

7 »* 2 . 

45,0 

62,3 

74 -? 

6?.3 

F 

42,0 

70.0 

46,7 

6x4 

7?-5 


M 

f r 

51-Q 

4x6 

6 x6 

7 JA 

67-4 


■rT'^ 

3^*3 




37.? 

M 

J 

•^.0 

3 ^ 

33 -^ 

3?'3 

?4-? 

-?j .5 

7?-5 

-oF 

7*'3 

J 

01.7 

50-0 

— ■• Oh 


SSa* 

07-S 

Soj? 

74.3 

s 

* 

C^" 

»»0 ^ 

63.5 

SS-5 

? 7-5 

'“ 5«-2 

o 


7^-2 

64-3 

6S.5 

SSa 

7 ?F 

X 

D 

5 ?'^ 

r?4 

TS-S 

6ii-2 

^-7 

?r-S 

67.7 

Sr -9 
5 T-? 

*'^-1 

4 ' « 

« 

* 4 *"* 



5iG prices in recession and recovery 

INDEX NUMHERS OF AVIIOLESALE PRICES (cout.) 

I’Konuci'.us' r.oons ncsriNi'.n 

rOR HUMAN CONSU.MI’TION CO^'SU^tI;RS' GOODS, I’KOCI'ASr.D 


MONTH 

Foods 

Non-food.s 

Total 

Foods 

Noii-foods 

Total 

^ 93 ! 

J 

5O-I 

7,1 .G 

fi 5-9 

C 7-3 

89.1 

790 

F 

59 -G 

7G.2 

G8.;i 

70..1 

88.9 

80.3 

M 

59-7 

7G.2 

G8.3 

71-7 

88.7 

80.8 

A 

rfi »- 

lh-1 

G7.G 

71.2 

88.3 

80-1 

M 

r>9-<> 

71 -5 

di-r, 

72-1 

88.3 

81.0 

J 

634 

7 ‘ 1<5 

G9.2 

7 - 1.2 

87.G 

81..1 

J 

G5.2 

7.1 .G 

70.2 

75-0 

87.0 

8.-5 

A 

72.9 

7 - 1.2 

73-0 

78., 

S7.0 

82.9 

S 

77.0 

73-9 

75-1 

80.8 

87.2 

8.1.3 

O 

7 ;)-' 

73 -» 

73 -« 

79.0 

87.0 

83-1 

N 

73-5 

730 

73 -> 

79 -' 

86.1 

83.1 

D 

77.0 

73 -" 

750 

79-8 

85.2 

83-3 

>935 

J 

82.5 

73-7 

77-9 

8 1 -3 

8G.0 

85-3 

r 

fi.I.i 

73-3 

78.G 

R7-I 

85-7 

86.5 

M 

87.1 

71.G 

789 

87-9 

85-7 

86.7 

A 

88.8 

70-5 

79 ' 

90.0 

85.7 

87.7 

M 

87.8 

73-3 

80.1 

89-3 

85.0 

87.C 

} 

Sj.o 

73-3 

78.3 

87.C 

87.0 

87-1 

J 

S1..1 

73-1 

77.2 

87-1 

85-9 

87.2 

A 

8.1.9 

r>-D 

78.5 

90-3 

85-9 

88.5 

S 

85-9 

p» 

78.8 

9' -3 

85.8 

89.0 

O 

85.. 

71-3 

79-3 

90.0 

85-3 

88.1 

N 

Si.o 

7 C -3 

78-5 

8g.8 

87.0 

88.3 

D 

82.0 

7G.2 

78-9 

909 

87.0 

88.9 

1936 

J 

82.5 

75-8 

790 

89-3 

87.0 

88.1 

F 

82.1 

75 -> 

78-1 

88.2 

85.7 

87-1 

M 

80.G 

71 -9 

77-7 

85,0 

85-7 

85-9 

A 

80.7 

7 - 1 -7 

77.6 

8.} .9 

85-9 

85.0 

M 

77.0 

7 - 1 -3 

75C 

81.5 

86.8 

8 - 1-3 

J 

77-9 

74 *7 

7G.2 

81.8 

86.7 

8.1.4 



APPENDIX IV 

INDEX NUMBERS OE ^VHOLES-\UE PRICES 


VrA OTl 

Rsw 

RtiW* 

MONTH 

pxoduceis" 

coHSiircers 

N 


17 

JC-O 

100,0 

1CO,0 


Tp.O 

9^4 

■' 


Bi .6 


OO'^ 





20 ?— 



20 ?? 


OO'- 



62.6 

20?2 



- ^55 

7 ^-S 

^P.2 

2020 



J 

lOl.S 

S 4-5 

r 

101-0 

01.6 

M 

itu-4 

$0,2 


100-4 

90.1 


ot',2 

9 ^'? 

1 

PJ.O 

97 -? 

J 

A 

KV.O 

09,7 

ICO.J 

IIO.Q 

5 

io:.o 

iJi -7 

o 

101.2 

111.0 

.V 

0S.3 

104.7 


cS4 

101. N 

D 




T012I 

151 

£-X> 

jx*,o 

100.0 

01.$ 

S7B 

79-5 

7^*5 

70.6 

59-7 


674 

S?-i 

$04 

00,2 

$1.0 

101-5 

ico.$ 

101-1 

liX>-Q 

ICO.I 

10C.2 

03,2 

cS-5 

cS.i 

0$.Q 

C$.2 

974 

ICO.5 

1 C 04 

101.2 

101 -Q 

101.0 

102.5 

100.0 

102.2 

99-7 

99 - 


_r 

S 9-5 


Af 

. 55.9 

cS-O 

_r 

57-0 

105-O 

Af 

S5.5 

105.0 

104-? 

J 

79-0 




oo-S 

J 

»o-. 

So-6 

C*- . 

4 

70-S 



51 8 PRICES IN RECESSION AND RECOVERY 

IXDKX NUMBERS OF WHOLESALE PRICES {cont) 


MONTH 

Ra'\'.’ 

producers' 

Raw 

consumers’ 

CROPS 

Raw, 

total 

Processed 

Total 


J 

G.1.7 

Gg-s 

CG.0 

8,}.8 

76.7 

F 

G-M 

G5-9 

G-i-S 

8.1-2 

76.0 

M 

GS-/ 

G3-I 

G.}.i 

83.8 

75*5 

A 

G=.S 

GG.g 

G3.G 

83.2 

7'l-9 

M 

Go.i 

G8.} 

G2.3 

8i.g 

73 -G 

J 

j 7*5 

G7.7 

Go.2 

81.0 

72<2 

J 

SS-G 

Gr,.2 

38. 1 

80..) 

71.0 

A 

19-1 

G3.I 

52-9 

78.0 

G7.8 

S 

•17-;! 

G3.1) 

51.G 

77.0 

GG.e 

O 

•10,8 

Go -3 

30-! 

7G.5 

G5-I 

A' 

19-7 

'>?%> 

3. .8 

7G.8 

66.2 

D 

•17.1 


•19-1 

71.8 

64.0 


J 

.lG.8 

51-3 

•18.9 

73'5 

63.1 

r 

•jG.i 

51-' 

■18.3 

73-' 

62.5 

M 

•15.0 

51 *7 

•17-7 

72-} 

61.9 

A 

•11.0 

55-3 

-17.1 

71.7 

6t.2 

M 

•1'-.1 

5') *• 

•15-'-: 

70.0 

59-1 

J 

38.2 

50.8 

•13-' 

Gg.o 

58.0 

J 

;i9> 

55G 

•13-5 

03-7 

58-1 

A 

•}2-9 

5'G 

•15-2 

Cg.G 

59-3 

S 

•13-1 

53-0 

.)G.i 

70-9 

Go.} 

0 

.jo.G 

50.0 

•13-= 

70.1 

58.8 

X 

39-1 

•17-9 

.}i.G 

Gg.i 

57-*! 

n 

37-9 

•17-S 

.}0.G 

GS.i 

3G-1 

’933 

J 

38.7 

•17-3 

.}l.2 

GG.G 

55 -9 

F 

38-1 

i}G.2 

•10-3 

G5-! 

34-9 

M 

-li.G 

‘17-9 

-13-3 

GG-} 

56-C 

A 

'15-3 

•19-7 

4G.3 

G7-3 

38-1 

M 

5=-9 

•17-3 

5«-5 

70-1 

G2.1 

J 

5G.8 

5' -9 

55G 

71-2 

66-1 

J 

GG.O 

Gg-G 

GG.g 

82.1 

75-6 

A 

G0.8 

Gi -5 

G1.8 

8G.S 

76.! 

S 

Go-} 

Go.o 

C0.3 

86.1 

75-- 

O 

57-8 

55-9 

37-1 

85.G 

73-G 

N 

60.0 

3-1 -9 

58.6 

85-3 

71.0 

D 

G0.5 

5G.G 

39G 

81-7 

71.2 
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INDEX NUMBERS OF AVHOLESALE TRICES (cont.) 
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month 


Raw 

producei-s’ 


Ra^^’ 

consumers' 


CROPS— ^ 

Raw. 

total Processed 


J 

F 

M 

A 

M 

J 

J 

A 

S 

O 

iV 

D 


63.8 

63.G 

66.2 

68.6 

65-7 

67-9 

63.S 

d 3-7 

64.S 

634 

70-3 

634 

73-6 

614 

S0.7 

60.3 

814 

60.0 

79-7 

61.7 

80.6 

3S.6 

82.8 

33 -^ 


63.S 

85 .9 

66.8 

86.9 

66.3 

q- 0 

63 .8 

86.8 

84-5 

86.5 

69.1 

S7.6 

70-3 

«/•/ 

73-3 

89.2 

75*7 

S9.7 

74.8 

89-3 

74.6 

894 

75-5 

90.2 



J 

81.0 

F 

80.6 

iir 

78.1 


So,6 

i\r 

79-2 

J 

73-0 

J 

S 

A 

72.2 

S 

72.6 

0 

74.S 

N 

72.S 

D 

71.6 


J 

72.7 

F 


M 

71.8 

A 

724 

M 

70-9 

J 

^0 1 


5O.-I 
r.G-3 
5 1 '7 

56-7 

5G.S 

5- -3 
52.1 


• 

56.S 


55*7 
5® ’7 
r)9-o 

60.9 

66.6 


74-5 

73 - 9 
7'-7 

74 - 4 
73-1 
7«-9 
69-3 
66.9 
67.2 
6S.7 

65.5 

67.6 

6S.1 

68.0 

6S.3 

69-3 

69.S 

73-6 


89.8 

59.5 

89.6 

90.6 

go.6 

89.6 

? 9-3 

89-2 

904 

91.2 
91.0 

91.0 

8S.5 

57.2 

^5-3 

55.1 

S4-5 

S 4-5 


Total 

76- 3 

784 

7S4 

77.0 

77- - 
79 -S 
804 

83-3 

S3-7 

53.1 

83.1 

83-9 

53.2 

53.1 
S2.0 

83-7 

53.2 

81.6 

80.5 

79-S 

80.5 

81.7 

81.5 
81.1 


79-9 

79 -'’ 

7S.0 

78-5 

78- 3 

79 - 9 
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PRICES IN RECESSION AND RECOVERY 

INDEX NUMBERS OF WHOLF^ALE PRICES {cont.) 



f— 


■ANIMAL 1-ROnucrs— 



YIIAU OR 

Raw 

Raw 

Raw, 



MONTH 

producers’ 

consumers’ total 

Procc.sscd 

Total 

N 

3 = 

10 

42 

109 

15 > 


100.0 

JOO.O 

100.0 

100.0 

100.0 

19)0 

81.5 

93-1 

85.G 

90-7 

88.4 

19)1 

58.2 

82.0 

GG.5 

74-3 

70-9 

jp)2 

430 

G2.0 

49.G 

Go.g 

55-9 

^933 

‘l =-3 

59-2 

48.2 

G1.8 

55-8 

193 ! 

48.8 

7»-5 

58.7 

72.1 

C5.2 

^935 

7 - 1.0 

78.3 

7G.0 

8.1.0 

80.4 

1929 






J 

99-2 

100 . I 

99.G 

101.2 

100.4 

F 

97'5 

1 0 1 .3 

98.9 

100.3 

99-8 

M 

J 03-9 

90.6 

I 01 ..j 

101.5 

101.4 

A 

loG.G 

91-3 

102..1 

101.1 

lOi.G 

M 

102.3 

gO.i 

100.2 

100„1 

100.2 

J 

103.1 

97-1 

101.1 

100.3 

100.6 

J 

•oj -9 

9G.9 

102.9 

lOl.G 

102.1 

A 

101.8 

98.3 

102.7 

101.5 

102.0 

S 

101.0 

loo.G 

100.9 

101.2 

101.0 

0 

91'8 

>03-3 

97-8 

99-0 

98-'1 

N 

89-7 

107.2 

95-9 

98.8 

96.3 

D 

89-5 

loS.o 

9G.1 

98.3 

96.1 

1930 






J 

93-ri 

102.2 

98-7 

95-7 

96.1 

F 

930 

98.G 

93-0 

95 -> 

95 -> 

M 

9' -I 

93-5 

92.2 

91 -.3 

93-5 

A 

89.0 

93-7 

90-7 

91 -» 

92-.5 

M 

86.0 

87., 

80-1 

92-4 

89-7 

J 

81.5 

87.4 

83-7 

90-7 

87.6 

J 

75-7 

8G.9 

79-8 

88.3 

84-3 

A 

77-4 

92.2 

82.1; 

89.2 

86.2 

S 

79 <’ 

91 -« 

84.7 

90-5 

87-9 

0 

74.0 

95-0 

81.4 

89.0 

^ 5*5 

N 

G9.8 

97-9 

79-8 

85.9 

83.1 

. D 

6S.5 

90.1 

7G.0 

83-3 

80.0 
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I rKODUCTS > 

Ra^v Raw Raw, 


MONTH 

producei-s’ 

consumevs* 

total 

Processed 

Total 

1031 






J 

G74 

S34 

73-0 

So.S 

77-3 

F 

62.6 

Soa; 

6S.S 

79-0 

744 

M 

64A: 

Si 4 

70-5 

7S4 

74.S 

A 

63.6 

S0.5 

69.6 

764 

734 

M 

5 S-S 

79-9 

65.S 

73-7 

70.2 

J 

56-9 

Si.o 

654 

724 

C9-3 

J 

5S.6 

So 0 

67^ 

»*o 0 
/O — 

704 

A 

614 

S2.9 

6S.9 

74-5 

7‘-9 

S 

56.0 

So *- 

G5-7 

73-9 

70.2 

0 

5 "v 

§ 4-9 

639 

72-9 

GS.g 

X 

51^ 

S2.1 

62.0 

7t.o 

67.0 

D 

47.S 

S0.7 

59-3 

6S.3 

64.2 

ipjz 





60.7 

J 

4S.2 

® 5'7 

54-3 

63.S 

f 

45 “ 

61,1 

50.S 

64-5 

564 

M 

45-3 

59-7 

50-3 

64.6 

5 S -3 

A 

4 S“ 

59-7 

49-0 

62.3 

56-5 

M 

39 “ 

59-7 

464 

59-6 

53-6 

J 

40.6 

5S.S 

46.9 

564 

53-3 

J 

46.2 

594 

50.S 

59-7 

55-7 

A 

S 

46.3 

46-5 

Gia: 

62.6 

5*-5 

52.1 

60.3 

Go.g 

564 

56-9 

0 

41.7 

64.S 

49.S 

59-9 

55*4 

X 

3S.6 

6S4 

4 p.o 

5S.S 

54*5 

D 

35-3 

61,9 

44-6 

57-3 

5' *7 

1955 

J 

34-4 

5G.1 

42.0 

55-6 

49-7 

F 

55 '5 

49.0 

40-3 

554 

4 t>., 

M 

.J 

57-5 

47 -S 

47.S 

41.1 

40-9 

55-3 

55-6 

49.0 

49-3 

M 

J 

V* # 

44-6 

47.1 

32.6 

57-9 

474 

50-9 

59-3 

61.7 

54-0 

56.S 

J 

4S.S 

61.3 

53-1 

63-7 

fi- R 

590 

60^ 

,( 

S 

0 

X 

D 

47-2 

47.6 

45-2 

42-3 

40.5 

64.6 

^ 5-3 

67.1 

71-3 

70.1 

53-3 

53-9 

52-9 

52.6 

51.0 

674 

67.7 

67-3 

65 -1 

614 

61.0 

60.7 

5 S -9 



522 PRICES IN RECESSION AND RECOVERY 

INDEX NUMBERS OF WHOLESALE PRTCFJ5 (co,U.) 



1 


■ANIMAL rKODUCTS— 


V 


Raw 

Raw 

Raw, 



MONTH 

producers’ 

consumers’ total 

Processed 

Total 

J93-1 






J 

42.3 

G 8 .g 

'A -7 

GG .8 

60.1 

F 

47-3 

() 5 ,r) 

r, 3 -c> 

8g.G 

62.5 

M 

48.0 

G;j.G 

53*5 

70.G 

G3.0 

A 

48-3 

G2.9 

r) 3-8 

G9.8 

02.0 

M 

47 -r. 

02. G 

52.9 

70.8 

82.9 

J 

47-3 

70.2 

5 . 7-3 

7«-5 

84-3 

J 

47.0 

74 •' 

5C.5 

7'-7 

84-9 

A 

riO -7 

7G.4 

. 59-8 

74-0 

G7.G 

S 

58') 

77-4 

O3.8 

78-1 

70.7 

0 

r,o - 1 

78.0 

Go..j 

74-1 

G8.0 

N 

40 0 

79-3 

Go.i 

73-8 

G7.G 

1) 

r.’-'-o 

70 ' 

02. 0 

7 -t -3 

GS.8 

>•>>5 






] 

r .).7 

80.7 

70-3 

79-7 

75-5 

F 

GS.,1 

81.2 

72-9 

82.8 

78.3 

M 

7=-0 

77.1 

74-4 

82.7 

79.0 

A 

74-2 

78.0 

75-8 

83-0 

Cl 

d 

cc 

M 


78.0 

78-3 

83-3 

Cl 

d 

00 

] 

74-5 

7G.7 

75-4 

82.G 

79-3 

J 

0 *• 

/-•/ 

77.0 

74-2 

82.3 

78.7 

A 

70-0 

78.7 

790 

85-7 

82.8 

S 

70-3 

78.4 

79-0 

8G.G 

Cl 

00 

O 

77.0 

78.0 

77 -J 

85-4 

81.9 

X 

75 *- 

78.8 

78.5 

85-7 

81.6 

D 

78 /.> 

77-9 

78.1 

87.0 

83.0 







] 

79,6 

7 . 7-8 

CO 

8G.G 

82.9 

F 

70A 

78.1 

79-2 

85-4 

82.G 

M 

77*5 

7»-5 

75-5 

83.G 

80.0 

A 

77 -> 

70.8 

74-9 

83-1 

79-8 

M 

72.0 

71.1 

72.t 

Ct 

d 

00 

7G.G 

J 

73-2 

7«-7 

72.8 

80.8 

77 -> 



APPENDIX ly 



IXDEX NU 

MBERS OF 

■\VHOLF 5 .\LE PRICES 

frorH.) 



< 

MET.ILS 


NON'Mrr.- 

VIXIC 

VEAROTl 

Raw 



Raw 

Rum* 

Raw, 

MONTH 

piMdureis' 

Proccsjccl 

Total 

producers' consumers' 

toial 

N 

10 

105 

124 

15 

5 

i6 


100.0 

100.0 

1(X>.0 

100.0 

100.0 

100.0 

10^0 

? 7 .S 

9 S'» 

92*0 

95'5 

oS.S 

96.1 

705/ 

74,6 

?d .9 

^ « 0 
'•-iV 

Si<'» 

101.5 

? 4-7 

^P.'- 

60-7 

? 5 -s 

79 -:i 

Si.o 

9S-5 

S4.S 

ipj;.? 

7 S -5 

?2.1 

S0.5 

7S.S 

91.6 

Si.i 

jp;,/ 

Si-s 


$ 0-9 

91 -S 

S9.6 

91.0 

jpjt/ 


S7-4 

Sli.t' 

92.0 

89.2 

91-5 

-fOio 







i 

06,6 

ItXKl 

99-4 

101-5 

101.6 

101.6 

F 

pS-0 

1004 

100.0 

11 x 1-5 

101.6 

100-7 

.^r 

105.9 

101-2 

loi.S 

99.2 

101-5 

99-7 

A 

102.9 

101-4 

loi.S 

97-.5 

97-7 

97-5 

M 

100.5 

101.0 

HXi.S 

97-9 

96.0 

97.? 

J 

100>i 

11X1.9 

uxi.S 

llXi.O 

97-7 

XCX1.5 

J 

1 IX >.1 

icvi.d 

11X1-5 

UXl.l 

oS.? 

100.0 

A 

lOO-f, 

100.0 

100.1 

100.0 

99-S 

1 CX 1.0 

S 


99 -^ 

11X1.0 

n.\1.2 

100-5 

100,5 

0 

99.9 

tiS.ci 

99 -i 

9^-0 

P 9 C» 

9S.6 

100.5 

100.5 

101.2 

101.2 

100.6 

100.6 

D 

9?.^ 

05-4 

9S4 

101.0 

lOlil 

101.1 

10^0 






99-9 

9S.9 

'i 

J" 

97'7 

97.6 

97-1 

9 t >.7 

97-5 

9S.9 

99-5 

9S-5 

lOlje 

101-2 

M 

96-7 

od.P 

96.7 

95.5 

101.2 

97.1 

A 

M 

J 

95-1 

S?.6 

? 7-5 

pti.O 

Pl -9 

95-5 

95-4 

95.6 

92.0 

p 5 -S 

95.1 

95.6 

100,1 

96.2 

95-2 

96.9 

96.1 

95*5 

J 

A 

s 

!? 4-9 

?44 

^ 5-5 

92.4 

91.1 

90-5 

90.5 

59.6 
Sq.o 

95-5 

95 - 6 

96- 5 

96,1 

97-7 

9S.9 

96.0 

06.0 
96.S 

0 

So,6 

59.7 

S7.S 

95-0 

99-6 

05.Q 

.V 

S0.7 

50-5 

S7.6 

90-7 

99-5 

9-*5 

J> 

So.S 

?p .5 

S 7-7 

90.6 

99-5 

02 



PRICES IN RECESSION AND RECOVERY 

INDEX NUMBERS OF WHOLESALE PRICES (cont.) 

< MirrAU 1 NON-.METAI.UC MINr:R,\I-S 


MONTH 

Raw 

producers’ 

Processed 

Total 

Raw 

producers' 

Raw 

consumers' 

Raw, 
total . 


J 

79-7 

88.7 

8G.8 

90.0 

98.7 

91. G 

/•■ 

78.7 

88.5 

86-1 

89-8 

98-7 

914 

M 

78.0 

88„} 

8G.3 

83-4 

98.1 

86.0 

A 

77.G 

87-9 

857 

80-1 

9G-I 

83.1 

M 

75-3 

87-1 

849 

80.0 

97-8 

83.0 

J 

73 -’^ 

8G.9 

8 .}.i 

75-7 

99-3 

79-8 

J 

73-9 

8G.8 

8 m 

74.0 

101.5 

78.8 

A 

73 -*l 

SG-i 

CO 

77-9 

103.2 

82.2 

S 

72.8 

8G.3 

83-5 

8 o .2 

>05-5 

84-5 

O 

7*-3 

85.G 

82.6 

79-8 

105-1 

84-3 

N 

70.8 

85-1 

82.3 

82.3 

105-1 

86.2 

D 

09-9 

85.0 

81.9 

82.0 

105.5 

86.1 

jp32 

J 

70.2 

8.1.2 

81.3 

81.8 

105.G 

86.0 

r 

GS.2 

83-5 

80,3 

81.7 

105.1 

85.8 

M 

G7.t 

83.0 

80.1 

81.0 

100.1 

844 

A 

GG.2 

83-3 

79-8 

81.9 

95-1 

84-3 

M 

G5.2 

83.2 

795 

82.3 

95-1 

81-5 

J 

G).{ 

83-= 

79 = 

82.2 

95-1 

84.5 

J 

03-3 

83.1 

789 

83.2 

91.2 

85.1 

A 

G $-3 

83-3 

79-3 

82.9 

95-8 

85-1 

S 

60 JO 

82.G 

79 -> 

82.3 

97-7 

85.0 

O 

C 5-3 

82.3 

78.9 

82.3 

98.8 

85.2 

N 

G.{.2 

S2.1 

78.C 

82.0 

99.0 

85.0 

D 

63-5 

82.2 

78-3 

60.1 

98.8 

83-1 

>933 

J 

C 3-5 

80 .0 

77.0 

76-1 

98.8 

80.3 

r 

G3-I 

81.1 

77 -> 

73-7 

98.8 

78.1 

M 

Gi -5 

79-8 

7G.6 

73-0 

984 

77-1 

A 

G5.2 

80.9 

77-1 

71.8 

90.6 

75 ’i 

M 

70.2 

79-8 

77.8 

70.1 

87.2 

73-1 

J 

74-7 

80.G 

79-1 

70.8 

85.6 

734 

J 

78.2 

81.6 

80.9 

75-1 

86.9 

77-5 

A 

79 = 

82.^ 

81.8 

78-3 

88.3 

80.0 

S 

80.6 

83.2 

82.7 

84.1 

91-1 

854 

O 

79 -G 

83-9 

83.1 

90.4 

91.1 

90.6 

N 

80.1 

8 . 1.1 

83-3 

90-7 

91.1 

90.9 

D 

<0 

bo 

00 

83-7 

91.1 

90.9 

gi.o 
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INDEX NE■i^t^>ERS OF \VHOLESALE FRIGES (conf.) 



r 

IJi llV 

■METALS 

. 

NON-MET.ALLIC MINER-ALS 

Raw Eti"' Raw, 

MONTH 

lN.a\v 

producers’ 

Processed 

Total 

producers’ 

consuiiieis 

total 

J 

F 

79 -S 

79-7 

Soj; 

S74 

88.6 

88.6 

85-9 

S6.7 

S6.S 

Sq.o 

892: 

89.2 

91.0 

go.S 

90.S 

894 

89.6 

89.6 

iM 

A 

M 

j 

S14 

Ss 4 

S2.3 

S94 

90-9 

S9.6 

S7.7 

89.1 

SS.o 

90- 7 

9'-3 

91- 5 

874 

S4.7 

86.0 

90.1 

90.2 
90.6 

J 

J 

Sa.5 

SS.3 

88.2 

S7.1 

87.0 

92.1 

924 

8S.0 

S94 

914 

92.0 

A 

0-..^ 

88. 1 

86.8 

9= -5 

90.9 

92-3 

S 

0 

N 

D 

S2.1 

Sr.S 

8a. 0 

87. 8 
S7.7 
87.6 

86.6 

864 

S64 

92-5 

92.2 

qa.o 

gi.S 

9^-9 

92.0 

924 

92.2 

92.0 

1955 

J 

F 

M 

Sa.a 
S1.9 
81. S 

S7.5 

57-3 

S 7-3 

C- 0 

86.3 

86.2 

86.2 

86.2 

92.0 

92.2 

92.2 

9»-5 

92.1 

92.1 

OO.S 

84-5 

92.1 

92.2 
92.0 
904 

A 

M 

J 

J 

S2.5 

ss-r. 

S3.2 

S1.9 

*/.- 

87.8 

SS.i 

87.7 
s- s 

86.8 

S7.0 

S64 

86.6 

91.6 

91.8 

91.8 

914 

81.7 

82.8 

86.1 

88.1 

90.0 

904 

90.8 

90.8 

A 

S 

0 

824 

Ss-I 

S 4-5 

0 y «o 

S7.6 

S6.5 

86.6 

86.1 

go.o 

9' -3 
93.6 

90-3 

92.2 

92.9 

90.1 

91 -.6 
93-8 

N 

D 

86.1 

S3.7 

57.6 

87.6 

S7.2 

95-7 

92.7 

93-6 

19^6 

S4.7 

r\ 

S7.2 

91-9 

91.9 

91-5 

'j 



964 

92-3 

95 -S 

F 

M 

A 

M 

J 

84.S 

55.0 

55.1 
S 4-9 
844 

S'j»S 

S7.6 

S7.6 

87.2 

S7-2 

57.0 

87.0 
86.8 
86.7 

96.6 

94-9 

94-7 

94-7 

92.2 

894 

85.6 

86.0 

95-9 

94.0 

93.1 

93-2 



526 PRICES IN RECESSION AND RECOVERY 

INDEX NliMllERS OF WHOLESALE I’RICES (cout.) 


NON-Mi:rAIXIC 



f MINI 

:KAiii — i 

r 

Af.l. MINKUAIA 



VIIAU OK 

MONTH 

Proc- 

essed 

'Eoial 

Raw j>ro- 
diiccrs' 

R;uy con- 
sinners' 

Raw, 

total 

Processed 

Total 

N 

91 

1 10 

32 

3 

33 

>99 

231 

JC ) 2 Q 

!(K>.0 

I(X).0 

100.0 

U> 0.0 

1 00.0 

100.0 

100.0 

/()JO 

Orel! 

9 r)-« 

92 -G 

9K.8 

93-3 

9.1.0 

93-8 

It )}! 

S).(i 

8,1.7 

78.8 

10 1.3 

81.3 

8 G.O 

8 . 1-5 

Iij }2 

%■' 

85.0 

/f)*/ 

98.5 

78.3 

8-1.0 

82.2 


S 3 -( 

8 x 1 

7G.7 

9I.G 

78-1 

82.7 

81.3 

'vyt 

« 8 .r, 

89. Cl 

fi 7 -.S 

89.G 

87.7 

88.-1 

88.2 

1 VT 5 

87., 

89.2 

88.G 

89.2 

8S.7 

87 -ri 

87-9 

t<J-9 

J 

uk).8 

M)l.2 

99-7 

1 0 1 .0 

99-9 

1 00. J 

100.2 

1 - 

99 -( 

KXI.O 

99-8 

loi.G 

KXJ.O 

100.0 

lOO.O 

M 

98.8 

99 -'-’ 

lOl.O 

1 01. 3 

101.0 

100.3 

100.5 

A 

1 00.5 

99-2 

99:1 

97-7 

99-2 

101. 1 

100, 1 

M 

101.0 

99-7 

989 

9<>-9 

98-7 

101. 1 

100.2 

J 

102 ..{ 

1 0 1 .(j 

100.8 

97-7 

100.3 

101.5 

101.2 

J 

lOO.f) 

loo.G 

1(X).3 

98.8 

1 (X >.1 

100.7 

100.5 

A 

99'' 

99-1 

100.2 

99-8 

lOO.t 

99-7 

99.8 

.S 

9D-2 

99-8 

iw-3 

100.5 

100.3 

99-8 

99-8 

0 

99-1 

100.0 

1 (KJ.2 

101.2 

100.3 

99-1 

99-7 

N 

99-8 

JOO.I 

99-9 

101.2 

100.0 

990 

99-1 

D 

99-1 

100,2 

IfHl.O 

10 1. 2 

I(X).I 

9S.8 

99-2 

ir }0 

J 

98.5 

99-' 

989 

101 .2 

99-» 

97-8 

gS.e 

r 

98-3 

98 -ri 

9S.0 

JOI.2 

98 .r. 

97-3 

97-7 

M 

97 -« 

97 -« 

9 G -1 

101.2 

98-9 

98-9 

98-9 

A 

97-0 

970 

9;>-' 

100. 1 

95-8 

98-5 

96.1 

M 

98.G 

97-8 

93-2 

9 G .2 

98-5 

98-5 

95-5 

J 

90 - 1 

9G.1 

92 r> 

95-2 

92.8 

91-7 

91.0 

J 

9I-C 

95-2 

9* -7 

9G.1 

92.1 

93-3 

92-9 

A 

93-9 

91-8 

9'-l 

97-7 

92.1 

92.2 

92.2 

S 

91-8 

9 ."i -7 

9 '-! 

98-9 

92.2 

92-3 

92-3 

O 

93 -= 

91-1 

89 rj 

99-8 

90'7 

91.2 

91.0 

N 

92.3 

92-3 

8G.9 

99-5 

88..J 

90.G 

89-9 

D 

90.2 

91.1 

8G.9 

99-5 

88.3 

89.8 

894 



APPENDIX IV 

IN’DEX NUMBERS OF WHOLESALE PRICES ( cont .) 



NON-MET^VLLIC 

< M 1 NER.\LS V 

r-" - — 

MONTH 

Proc- 

essed 

Total 

Rate pro- 
ducers’ 

IQ^I 

J 

S94 

904 

86.1 

F 

SS.i 

S9.5 

S5.6 

M 

S5.S 

S5.8 

Si. 6 

A 

S3.5 

83.3 

79-3 

M 

S3.2 

83.2 

78.1 

J 

S2.1 

Si.i 

74.9 

J 

Si. 9 

80.6 

74.0 

A 

S4.0 

83.5 

76.1 

S 

S4.3 

84.5 

774 

O 

S44 

84.5 

76.6 

X 

85.1 

85.6 

77-9 

D 

83-3 

84.6 

774 


J 

83.3 

84-5 

77*5 

F 

Sa.6 

84,0 

76.6 

M 

Sa.S 

83-5 

75 '7 

A 

S5.0 

84,7 

75-9 

M 

85-9 

854 

75‘7 

J 

S6.3 

S5.6 

75*4 

J 

87.2 

86-3 

76.6 

A 

S64 

85.8 

75-8 

S 

85 .0 

S5.0 

76.0 

0 

85.5 

854 

75 *^ 

X 

sr .4 

85-3 

75-5 

D 

84-3 

83-9 

73*7 

LRU 

J 

82. 1 

814 

714 

F 

So.S 

79-6 

69.8 

M 

So.i 

78.9 

69.S 

A 

So.o 

77-8 

69.3 

M 

79-8 

77.0 

70.2 

J 

S1.3 

77-9 

7=-3 

J 

83.8 

Si.o 

76..5 

A 

83.6 

82 .0 

7S.7 

S 

86.2 

85.8 

S2.S 

O 

88.2 

89-3 

S6.3 

X 

88.5 

89.5 

S6.S 

D 

88,7 

Sg.S 

S6.S 


-ALL MINERALS- 


Raw con- 

Raw, 



siiracTs' 

total 

Processed 

Total 

98.7 

87.5 

S9.0 

88.5 

9S.7 

87.1 

884 

88.0 

98. 1 

■83.5 

87-3 

86.1 

964 

81.3 

86.2 

84.5 

97.S 

S04 

85.7 

84 .0 

99-3 

77.S 

85.0 

S2.6 

101.5 

77 -' 

S4.9 

S24 

103.2 

79.2 

854 

83.5 

105.5 

80.5 

85.5 

83-9 

1054 

79-9 

C"" 0 

83-5 

1054 

Si.o 

85.3 

83.9 

105.5 

S0.6 

84.3 

S3.1 

105.6 

80.6 

83.9 

82.8 

105.1 

79-9 

83.2 

82.1 

100.1 

784 

834 

Si. 7 

9.64 

78.1 

84.1 

S2.2 

9.64 

78.0 

84-3 

824 

9 . 6-1 

77-7 

84.7 

824 

94 -s 

77-7 

84.9 

82.5 

95-8 

7S.0 

S4.7 

S2.5 

97-7 

7S.6 

S3-7 

82.1 

98.S 

784 

83.7 

82. 1 

99.0 

77-9 

83.7 

Si.S 

98.8 

76.6 

85.2 

Si.o 

9S.S 

74-5 

S1.3 

79.2 

98.8 

73-1 

80.S 

78.2 

9S4 

75-0 

79-9 

77-7 

00.6 

71,8 

80.3 

774 

87.2 

72.1 

79-9 

77-5 

S5.6 

73-9 

S0.9 

7S.6 

S6.9 

77-7 

82.5 

Si.o 

S8.3 

79.8 

S3.0 

Se.o 

PM 

S5.S 

84.5 

84.2 

91.1 

86.9 

85-7 

86.0 

gi.i 

S7.2 

85-9 

864 

90.9 

S7.2 

S64 

S6.7 



528 PRICES IN RECESSION AND RECOVERY 

INDEX NUMBERS OF WHOLESALE PRICES (coni.) 

NO.V-MI.TAt.UC 

' 1 ( AI.I. MINOIAI-S 


MONTH 

Proc- 

essed 

Total 

Raw pro- 
ducers’ 

Rau' con- 
stimcrs’ 

Rail', 

total 

Processed 

Total 

mi 

J 

88.9 

89.2 

85.G 

91.0 

86.2 

88.1 

87-1 

F 

83 _i 

88.8 

85-7 

90.8 

86.2 

88.5 

87.8 

M 

87.G 

88.5 

85.8 

go.8 

86.3 

88.2 

87.6 

A 

« 7 -:! 

8S.G 

87.2 

87.1 

S7.2 

88.5 

88.1 

Af 

88.1 

8g.i 

88.0 

8, .7 

« 7-3 

89.8 

89.0 

J 

88.7 

89.5 

88. 1 

86.0 

87-9 

S9.2 

88.7 

J 


90-3 

88,( 

88.0 

88.1 

S8.7 

88.0 

A 


9 o_j 

88.0 

89,1 

8S.7 

88.7 

88.7 

5 

89.1 

90 .0 

83 .:, 


83.8 

88.5 

88.6 

O 

Hg-f 

9 <j.G 

.88.:, 

91.8 

88.9 

88.^ 

88.5 

,Y 

8S.7 

90-3 

88.3 

9 '-9 

83.7 

88.2 

88.3 

D 

88.2 

89-9 

88.2 

92.0 

88.6 

87.9 

88.1 

1935 

87.1 

89.2 

8 , 3.6 

89.2 

88.7 

87-.') 

87-9 

J 

S7-5 

89-1 

88.3 

92.) 

88.7 

87.} 

87.9 

F 

8fJ,G 

S9.1 

88.3 

92.1 

8S.7 

8jx> 

87.5 

Al 

87.0 

89.2 

8S.3 

90.8 

88.5 

87.2 

87.G 

A 

87.0 

88.5 

88.'i 

8.1.5 

87.7 

87.. 

87-3 

A! 

87.0 

83.6 

fi8-j 

81.7 

87.G 

87.6 

87.6 

J 

88.6 

89-i 

88.:, 

82. 8 

67-9 

88.3 

88.2 

J 

88 .5 

89-9 

8Sji 

80.1 

87.9 

83.0 

87-9 

A 

88.0 

89-3 

8S.0 

83.1 

83.0 

87.9 

87-9 

S 

87.1 

8S.5 

87., 

9'^-3 

87.7 

87-i 

87.5 

o 

87.0 

89.0 

8S.G 

92.2 

89.1 

8 X 3.8 

87-4 

iV 

87-3 

<r'-i 

9«-7 

9= -9 

909 

87-5 

88.6 

D 

87-1 

90.1 

9«-7 

9=-7 

90-9 

87-5 

88.6 

1936 

J 

87-3 

90-1 

91.0 

9>-9 

gi.i 

87.G 

88.7 

F 

87.S 

9'-3 

92.0 

9=-3 

92.0 

87-9 

89.2 

A! 

88.0 

9'-5 

92.1 

92.2 

92.1 

87.8 

89.2 

A 

88.9 

91.1 

91.1 

89-1 

90.9 

88.1 

89.0 

Af 

88.7 

90.7 

909 

85.6 

90-1 

87-9 

88.6 

J 

89.1 

90.9 

90,8 

86.0 

90-3 

88.0 

88.7 



529 


APPENDIX IV 

INDEX NUMBERS OF WHOLESALE PRICES (coiit.) 


■rOREST PRODUCTS' 


yji,VR OR 

Raw 

Proc- 


MONTH 

producers’ 

essed 

Total 

N 

18 

41 

59 

jpsp 

100.0 

100,0 

100.0 

IP 30 

90-5 

96.5 

93-9 

xp3i 

7S.3 

S6.5 

82.9 


GQ.o 

78-9 

73-3 

■ ^P 33 

74-4 

79-7 

774 

^954 

85-7 

85.2 

854 

1935 

S1.5 

83-7 

82.7 

192P 

J 

99-5 

100.9 

100.2 

F 

100.7 

loo.S 

100.7 


102.0 

100.5 

101.2 


101.6 

' 100.1 

100,7 

M 

101.5 

100.2 

100.7 

J 

101.0 

100.0 

1004 

J 

100.5 

99-9 

100,1 

A 

100.5 

99-8 

lOO.l 

S 

99-8 

99-9 

99 -S 

0 

gS.S 

99-7 

994 


97-7 

99-4 

9S.6 

D 

96.2 

98.8 

97 'S 

^930 

J 

97-2 

98.6 

9S.0 

F 

gS-p 

9S4 

97-8 

M 

98-5 

98-3 

974 

A 

95-2 

9S.0 

96.S 

M 

92.1 

97-8 

954 

J 

90.2 

97'5 

9 ^ 1-5 

J 

89-3 

96.2 

95-3 

A 

87-5 

96.2 

92-5 

S 

864 

98-2 

92.0 

0 

85-3 

95-5 

91.2 

N 

85-4 

95-3 

go.o 

D 

84-3 

92-3 

SS.S 


RAW AMERICW 



OTiU'.K. 

FARM PROOUCTS 


THAN R.\ 1 V 


Ani- 


AMERl- 


mal 

YFAR OR 

C/VN FARM 


prod- 

.MONTH 

PRODUCTS 

Crops 

UCLS 

N 

606 

37 

Of? 

OJ 

jp:p 

100.0 

100.0 

100.0 

JP 30 

92.1 

84.1 

86.3 

JP3I 

S0.2 

59-3 

874 

1932 

73*3 

44-3 

50.7 

1933 

74‘9 

54.0 

49.0 

^934 

S3.2 

70.6 

584 

JP 33 

85.8 

724 

7S.6 

ip-p 




J 

100.9 

99-3 

994 

F 

100.5 

99-7 

9S.6 

M 

lOO.S 

99-1 

101.3 

A 

1004 

98.5 

102.2 

M 

99*9 

93-9 

100.2 

J 

100.2 

954 

101.3 

J 

100.6 

100.5 

103.1 

A 

1004 

J034 

102.7 

S 

1004 

105.2 

100.7 

0 

99-8 

104.7 

97-8 

N 

98-7 

99-8 

95-8 

D 

98.2 

100.1 

96.2 

JP30 




J 

97-3 

97-3 

98.7 

F 

96-7 

93-1 

95-1 


93-8 

S9.9 

92.1 

A 

95-3 

93-8 

90-7 

M 

94-3 

93-1 

S64 

J 

92.6 

SS.O 

84-3 

J 

91.0 

80.9 

S04 

A 

904 

79-5 

S3.6 

S 

90.2 

78.3 

S6.1 

0 

89.0 

77-1 

CO 

b 

N 

87-5 

72.1 

81.1 

D 

S6.5 

67.6 

77.2 



PRICES IN RECESSION AND RECOVERY 

INDEX NUMBERS OF WHOLI^SALE PRICED (coni.) 



> lOKI^I 

Ra;v 

rKOouers 

Proc- 

i 

•lONUI 

prod liters’ 

e.ssctl 

Total 

>93’ 

J 

8.3.2 

(ytM 

87-1 

r 

S3-3 

89-1 

80.8 

M 

82.5 

89-5 

8G.5 

A 

80 -3 

89-1 

83-3 

M 

79-5 

88.2 

8.3.3 

J 

78-5 

87. 8 

83.8 

J 

7G.7 

8G.G 

62.3 

A 

7G.3 

^ 5*7 

Si. 7 

S 

7G.2 

83.0 

■So.G 

0 

75 -'-‘ 

83.1 

79-7 

•V 

71-5 

82.7 

79 -' 

D 

72.8 

S2.3 

78-3 

>9)3 

J 

71.1 

81.1 

78-9 

f 

69-5 

8^.5 

75'7 

■M 

G9.2 

80.G 

75*7 

A 

C8.1 

80.2 

7! -9 

M 

GG.5 

79-7 

7.3.1 

J 

G3XJ 

79 ''' 

72.8 

J 

G3.0 

78.9 

72.4 

A 

62.0 

7S.9 

72.0 

S 

G2_3 

78-5 

72.0 

O 

05.2 

7G.7 

7<-3 

X 

G3.0 

7G-5 

7 J.I 

D 

G3.1 

7G.2 

70.6 

>933 

J 

62. (J 

7.7 •> 

69.8 

F 

RSo 

750 

70.0 

M 

C 5'5 

ITiA 

70,8 

A 

Gr,.i 

71-3 

70.4 

M 

GG.o 

7.3.6 

71.0 

J 

7' -9 

7G.8 

74-7 

J 

78.G 

80.7 

79-9 

A 

81.2 

83-4 

82.5 

S 

81.6 

84.3 

83-3 

O 

83-5 

84.8 

8.4.2 

X 

8G.6 

84.9 

83.G 

D 

884 

84.9 

86.4 



OTHI.R 

TifAN RAU’ 

KAW A.MI.Rias.V 


AMlill- 

I'AR.M l-HODL'CrS 

•lOMil 

CAN l ARM 

IV.ODL'CrS 

Crops 

Ani- 

mal 

><J3> 

J 

85.1 

G7.G 

73-8 

/ 

84.1 

G6.5 

69.3 

M 

82.9 

GG.i 

7'-3 

A 

8I.G 

05-7 

70.7 

M 

80.5 

G.3.2 

6G.9 

J 

79'3 

G1.7 

6G.3 

J 

79 -» 

59-4 

03.1 

A 

79-3 

54 -> 

G9.9 

S 

78.9 

52-1 

CG.3 

0 

78.3 

50-7 

6.3.8 

X 

78.3 

52.0 

C2.g 

D 

7G.8 

49.0 

G0.3 

>933 

J 

75-7 

48.8 

. 65 - • 

/•• 

74-9 

48.2 

5'-5 

Af 

74 -'> 

47-5 

5'-3 

A 

7,3.0 

.3G.G 

30.0 

M 

730 

44.4 

476 

J 

72-4 

42.2 

48.2 

J 

72.5 

.32.G 

.42.3 

A 

72.9 

44-3 

52.7 

S 

73-3 

4.3.8 

53-0 

0 

►•o »• 

42.1 

50.7 

X 

72.1 

40.7 

50.0 

J) 

71.2 

39-4 

45-3 

>933 

7 

69 -.6 

.J0.2 

42.7 

F 

CS.G 

39-8 

.31.0 

M 

GR.G 

42.S 

4’ -9 

A 

68.7 

.36.7 

41. G 

Af 

70.3 

32.6 

48.2 

7 

72.7 

. 67-1 

51.2 

7 

7G.6 

68.3 

536 

A 

78.3 

63.2 

54-0 

S 

80.1 

60.9 

544 

0 

80.8 

57-7 

53-7 

N 

80.8 

59-2 

53-3 

D 

80.6 

60.2 

51.6 



APPENDIX I\' 

INDEX NUMBERS OF AraOLESALE TRICES fee;:.*.) 


551 



^ POXS 5 

r rsoKrc 

IS > 


Raw* 

Proc- 


XSOXTH 

pToducer?' 

esfed 

Total 

■lA'-j 




J 

S5^ 

S5.S 

S6.S 

F 

S“ ^ 

i 

Sa.5 

SS- 

Af 

s~ • 

Sp.j 

S3.S 

-I 

^ 7 -i 

S5.3 

So.S 

AX 


SS-5 

Sd.S 

J 


Sp.i 

S5.6 

J 

S0.7 

Sa.C! 

^^5-7 

A 

^5-7 

Saa 

Saa 

S 

^S-7 

S» * 

'■'I':! 

Sa.x 

0 

ES-5 

Saa 

Sa.x 

X 

Ss -5 

Sa.j 

$3.0 

D 

S2.6 

S4.3 

^55 

-R '5 




.r 

Se.Q 

Saa 

82,7 

r 

Si.o 

S3.6 

S2.5 

Af 

Rx 7 

S^S-4 

S2_~ 

J 

SOA 

iSS-S 

Ss.i 

Af 

S0.6 

5=S-5 

SSA 

} 

Si.6 


S2A 

J 

Ss.o 

Si.o 

S2A 

A 

$s.6 

S5^ 

Ss.o 

S 

Si.j 

S4-I 

5^5-S 

0 

?s-5 


554 

X 

S2-0 

$4.0 

^5— 

D 

?£.0 

S3.S 

S5.0 

-C'S 




i 

R-i,? 

Sa-? 

Ss-o 

F 

5s>.S 

> • ^ 

Sj.p 

Af 

Se-Q 

84,7 

S3.P 


Si .6 

$4 .7 

^S4 

Af 

Si.6 


^S4 

J 

5i-S 

54-S 

5S4 


OTHlS 

THAN" SAW SAW AMTSICKX 



AM£S 1 - 

F.ARM rSCI> 

VCTS: 


CAN' F.VSM 


A-Ui' 

MONTH 

rsoi't'cis 

Crop? 

mai 

t05A 




j 



52-5 

F 


67-5 

s * <» 
Cr:j— 

Af 

S2.7 

PD.7 

54*5 


S2.6 

63.S 

54*5 

Af 

S3 A 

PAA 

55 -^ 

J 

5^54 

c ^.6 

57 '*^ 

J 

S3A 

70.0 

5^-5 

t 

Sa.o 

70A 

61,5 

S 

Sa .6 

70.7 

65-5 

0 

Sa.o 

75-9 

62.5 

X 

$ 3-0 

75-9 


D 

Sa.o 

75.9 

64.0 

tp?? 

/ 

$5,0 

75'5 

i 

P 

?54 

T 5-5 

75 -'^ 

Af 

^ 5-5 


77-5 

jt 

? 5-5 


— 

4 **■» 

Af 

S5.6 

T 5 '^ 

79'5 

/ 

55-5 

7 S,t 5 

7S4- 

J 

55-? 

7*^-9 

77.0 


S 5.0 

^?*7 

S1.7 

s 

SS.s 

6?-5 

Si.6 

0 

S34 

70-5 

79.6 

X 

So.Q 

70,1 

7 ?-o 

D 

?:-) 

^?-Q 

Sja 

J 

SS.6 

fo.i 

So.? 

F 

F ?.5 


S1.6 

Af 

S5.5 

65,0 

i i *•/ 


S5.3 

7^-5 

— ^ 0 

1 t “ 

M 

Saa 


7 f -5 

J 

^ 4'3 

751 




PRICES IN RECESSION AND RECOVERY 

INDEX NUMEERS OF WHOLF^ALE I>RIC1-:S (cant.) 


YEAP, OR 

J.fONTIf 

Raiv 

producers' 

I'RODL'Crs OF AMF.P.rC.S.N' FAR.MS 

Rav/ Raw, 

consumers' lota! Processed 

Total 

N 

5' 

23 

li 

225 

299 


ifyj/j 

100.0 

1 00-0 

100.0 

JOO-O 

irj^O 

fio-g 

gg.C 

%-3 

gi.G 

88.8 

irj)! 

XiAi 

77''^ 

G3-.3 

77.6 

71-3 


■}3-3 

S70 

47-G 

GG.2 

58.2 

t 93 j 

■J9' 

5^>-9 

51-5 

704 

G2.2 


n^.i 

G7.1 

f>i -3 

81.7 

7-1-2 

' 9 J 5 

78.= 

«9-.7 

73-0 

89.1 


‘ 9-9 

] 

10 ^ 3.8 

gd.i 

99-1 

101.2 

!r>o_j 

F 

lOO.G 

93-3 

99- 1 

100.5 

99-9 

M 

lO'.l 

91.2 

'00.3 

ic>o.C 


A 

><'3-5 

90.1 

99-fi 

99-9 

99-7 

M 

gg.o 

92.7 

97-2 

gg.i 

98.2 

J 

V 0 -~ 

gO/i 

9=i-3 

99-2 

gSi! 

I 

1030 

98 a 

102/} 

10!.2 

101.3 

A 

I 03 .f, 

I'D -.3 

103.2 

JO 1. 5 

102.1 

S 

lOI^J 

10O.5 

102.9 

lOI .2 

101.9 

0 

073? 

108.5 

lOKI 

lOO/t 

IOO-{ 

X 

93-0 

loS.S 

97J? 

9^-3 

98-0 

D 

9.3d 

io9^> 

98.2 

97-‘5 

97-9 

‘ 9 jo 

J 

95d 

103a 

97-1 

97.1 

97-0 

F 

9'-} 

lOO.O 

95-2 

9G.2 

95-3 

Af 

SS.G 

gG.S 

91.1 

93-2 

93-3 

A 

&3.{ 

lOI.I 

92-3 

93-» 

93-7 

M 

FfjX) 

9^-1 

89.7 

93-5 

gi.8 

} 

Sl .2 


SG.2 

92.0 

89-3 

J 

7C-3 

91-0 

f.0.8 

90/) 

86.0 

A 

77-S 

91.1 

.81.7 

go.i 

86.5 

S 

77-2 

95-5 

82.} 

89-9 

86.7 

O 

•►n •* 

95A3 

80.2 

8S.7 

85.0 

N 


93-1 

70-9 

80.8 

82.5 

D 

C7.7 

83-0 

72.G 

8-1-9 

79.(3 



APPENDIX IV 

INDEX NUMBERS OF "WHOLESALE PRICES (cont.) 


5 S 3 


MONTH 


R.nr 

producers’ 


I’RODUcrrs or AMEwavN farms 

Raiv Rais', 

consumers’ total Processed 


Total 


ip^i 


J 

CG.ij 

80.5 

F 

64-3 

76-9 

M 

64.S 

77-9 

A 

64.1 

78,2 

i\r 

60.2 

7S-3 

J 

5S.1 

79-0 

J 

57-6 

79-3 

A 

55*7 

7S.7 

S 

51.S 

7S.5 

0 

49-9 

77-6 

N 

50.S 

74.2 

D 

47-9 

71-5 

jp 5 = 

/ 

48.1 

61. 2 

F 

46.3 

58.1 

M 

46.1 

57*4 

A 

44-5 

57*3 

M 

414 

56-9 

J 

404 

574 

J 

43-7 

57'^ 

A 

45'0 

5 G -5 

S 

45.6 

57-' 

o 

41.7 

r. 7 -s 

N 

39-5 

59-7 

D 

37-= 

54 -S 


J 

374 

5' -3 

F 

37-9 

46.1 

M 

40.7 

46^: 

A 

42-5 

474 

M 

50.2 

50.7 

J 

53-'5 

56.5 

J 

55-7 

65.0 

A 

o54 

65.9 

S 

554 

62.S 

O 

52-9 

62.3 

N 

52-5 

64.7 

D 

5'-9 

65^ 


70.9 

S3.1 

77.8 

6S.t 

St.S 

75-9 

6S.S 

S14 

75-9 

6S4 

So .2 

75-1 

65.7 

78.1 

72-7 

64.2 

77.0 

71-5 

64.0 

77-1 

714 

62.5 

76.8 

70.6 

59S 

75'^ 

68.8 

5S.1 

74-9 

67.7 

r>7'7 

74.1 

67.1 

54-9 

7>-9 

64.6 

52.0 

70.2 

62.3 

49-9 

69.2 

60.8 

49-5 

69.0 

60.6 

484 

67.6 

59-3 

45-9 

G54 

57-0 

454 

64^2 

56.1 

47-7 

64.9 

574 

48.7 

65.6 

5^4 

49-0 

OB4 

58-9 

46.5 

67.2 

57- > 

43-6 

64.2 

56.2 

42-5 

63.0 

54-2 

41-5 

61.5 

52-9 

40.5 

60.f1 

31-9 

424 

61.3 

53-J 

44.0 

62.3 

544 

504 

63.6 

59.0 

r.4-' 

68.9 

62.5 

60.6 

73-9 

6S.1 

5^*5 

774 

69- 

57'® 

78.2 

69.2 

55-7 

7S.0 

6S.3 

56.2 

77-3 

68.2 

55'7 

76.2 

97-3 



534 


PRICES IN RECESSION AND RECOVERY 

INDEX NUMBERS OF M’HOLF_SALE PRICES (cont.) 


■fP.ODLCrS OF AMERtCAN FARMS 



Raw 

Raw 

Ras-.', 



.MONTH 

produccTs’ 

consumers' 

total 

Processed 

Total 

^ 93f 






J 

54 -5 

66.9 

58.3 

77.6 

69.2 

F 

58-3 

66.2 

60.6 

79-7 

7x4 

Af 

58-1 

G.J.9 

60.3 

80.3 

71.6 

A 

57.6 

G2.5 

59 -« 

79-5 

70.7 

Af 

57 -G 

62.1 

. 59 -^ 

80/) 

70-9 

J 

Oi.i 

68.0 

G3.2 

81.2 

734 

J 

G =.7 

63-3 

64-1 

8.-5 

74-0 

A 

CS.8 

63.7 

6 , 3.8 

83-5 

77 -' 

5 

72.2 

C9.2 

7 '-l 

85.1 

79 -' 

O 

63.2 

70.9 

69.1 

83-7 

77-3 

N 

63 .J 

G9.8 

63-9 

834 

77-0 

D 

7J.1 

63.2 

70-3 

84.0 

78,0 

19)5 






J 

76.0 

69.5 

74-2 

86.6 

8t.2 

f 

77-7 

70.2 

75-5 

88.2 

82.7 

Af 

7S.7 

07-3 

75-4 

83 .) 

82.6 

A 

81.0 

69.9 

77-8 

89-3 

8 - 4-3 

Af 

80.7 

Gg-s 

77-4 

89.) 

84X) 

J 

77-9 

70.2 

75-6 

88.) 

82.7 

J 

7G.0 

69 .2 

7.5.1 

87.8 

8t.9 

A 

78-3 

GS.g 

75-5 

8g.G 

83-3 

S 

78.4 

63.6 

15-5 

9015 

8 . 5 .) 

O 

78.1 

65.2 

75 -* 

!P -3 

83-8 

X 

75-8 

7«-3 

7.5.6 

9^-3 

CO 

Cd 

D 

76.7 

70.} 

75 -*^ 

91.2 

84.1 

^ 9)6 






J 

78,0 

63-3 

75 -> 

89-4 

83.2 

F 

77.6 

70-9 

75 -G 

88.) 

82.7 

Af 

/G-l 

66.6 

73-5 

86.) 

80.6 

A 

7®-5 

63.0 

74 -t 

85.8 

80.7 

Af 

73-5 

70.1 


83-8 

78.9 

/ 

74*5 

76.6 

75 '* 

84.x 

80.2 



.\PPEKDIX n* 

INDEX NEEMBERS OF AVHOLESALE FRIGES ( corJ .) 
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-rRODCCTS OTHER THAN TH05£ ORIGIXATIXG OX AMERIC\X FASMS- 


YEAR OR 

Ra^v 

Kaw' 

MOXTH 

producers' 

consumers' 

N 


t 

1020 

roa.o 

100.0 


QO.l 

S6.i 

jpjT 

75-5 

79.1 

ipp: 

tx)4 

Si -5 

ERE' 

72,0 

7S.1 

ippj 

S2.5 

So.p 

•f.R '5 

S2.S 

77 ‘> 

Tp;o 



J 

09.5 

104.2 

F 

JO 0.3 

103.9 

.Af 

101.6 

103.6 

.1 

leo.o 

101.9 

Af 

? 9-3 

1004 

J 

100.5 

100.1 

J 

100.2 

99.6 

A 

100.3 

99.7 

5 

100.3 

1004 : 

O 

1004 : 

pS.6 

X 

ptl.o 

06.0 

D 

9 ^-S 

024 : 

jp^O 




PT -5 

oi.S 

F 

p6.S 

91.6 

Af 

93*5 

91.7 

-I 

cu.o 

po.S 

Af 

Ql.S 

S7.6 

J 

00.0 

S6.3 

J 

§ 6-7 

S.V 7 

A 

S7.9 

S 24 : 

s 

? 7 S 

S2-5 

O 

S3S 

S 34 : 

X 

§3-5 

S2.3 

D 

%-5 

S0.6 


Raw. 


total 

Processed 

Total 

TO 

311 

SSi 

100.0 

100.0 

100.0 

S9.7 

93-5 

02-1 

76.2 

Si.6 

Si.S 

t 



714: 

So.S 

77.6 

TS-o 

7P’9 

77-6 

^2*2 


S4.2 

S2.O 

S4.S 

S5.Q 

100 j: 

ico.S 

lOCt.7 

100-9 

JOCI.J 

1 C 0.6 

lOX.Q 

XC04 

ltX?.Q 

1CO.S 

lOl.O 

leo.S 

00.6 

lOO-Q 

100-4 


1004 

101.1 

ico.p 

1004 : 

100.5 

100.5 

100.3 

09.7 

09.9 

1004 

99.7 

00.9 

lOO.O 

09.5 

99-7 

qS .7 

09.0 

pS.p 

P7-0 

pS.S 

9? -3 

06.7 

07.6 

97-5 

964: 

97-5 

97.0 

tu.o 

o5.q 

cS.3 


95-7 


95-9 

91.5 

06-4 

94.7 

S0.5 

£^'7 

9- -9 

SS.5 


91.6 

S7.2 

02 .2 

00.6 

65.6 

02.1 

9.0.3 


01.0 

694; 

^^3-5 

00.5 

SS.Q 

63.0 

!?P '3 

St-S 



536 PRICES IN RECESSION AND RECOVERY 

INDEX NUMBERS OF WHOLESALE PRICES (cont) 


/ raoDUcrs otiikr than thost. ouiciNATiNf: on American farms — i 


MONTH 

Raw 

producers’ 

Raw 

consumers’ 

Raw, 

total 

Processed 

Total 

ip3I 

J 

82.8 

792 

82.3 

88.2 

86.2 

F 

82.0 

78.8 

81.6 

87.4 

85.G 

M 

78.7 

77.2 

78-5 

86.7 

83-9 

/J 

7C.3 

76.0 

7G.4 

85-5 

82.5 

M 

75 -i! 

77-4 

75-6 

85.0 

81.8 

J 

72.7 

78.G 

73-6 

84.2 

80.7 

J 

71.8 

79 ‘ 

730 

84.0 

80.1 

A 

73-2 

78.0 

73-9 

84-3 

80.8 

S 

73 '8 

80.0 

74.8 

84.1 

81.0 

0 

73 -> 

81. G 

74-4 

83.G 

80.C 

A' 

73-8 

82.0 

75 -> 

83.G 

80.8 

D 

72.8 

8.1 .0 

74.G 

82.5 

79-9 


J 

72-3 

83-7 

74.0 

81.8 

79-2 

F 

7 '-3 

83-1 

730 

81.0 • 

78.4 

M 

70.2 

80.7 

71.8 

81.0 

77-9 

A 

Cg.g 

79-7 

7 '-l 

8 i.2 

77-9 

M 

Og.2 

80.7 

71.0 

81.1 

77-7 

J 

G8.1 

80.0 

70.0 

81.0 

77-1 

J 

68.3 

79-8 

70.1 

80.8 

77-3 

A 

C8.8 

8o.g 

70.O 

80.8 

774 

S 

G9-4 

83.G 

71.7 

80.3 

774 

O 

Gg„i 

81.7 

71.2 

80.3 

774 

N 

G8.8 

80.1 

70.4 

80,1 

77.0 

D 

67-1 

81.5 

69-5 

79-5 

7G.2 

1933 

J 

65-4 

80.O 

G7.7 

77.8 

744 

F 

G-i.i 

80.2 

6G.6 

77.1 

73-5 

M 

C4.4 

79-9 

6G.7 

7G4 

73-2 

A 

6.1.4 

74-9 

659 

76.3 

72.8 

M 

65-7 

72.8 

66.6 

7G.5 

73-2 

J 

Gg.o 

71.4 

69.4 

77-9 

75'2 

J 

73-8 

7G.7 

74-4 

80.0 

78.2 

A 

75-3 

74.2 

75-3 

81.1 

79-2 

S 

78.7 

79-1 

78.9 

82.5 

81.3 

0 

8o.g 

77.6 

80.5 

83-5 

82.6 

N 

82.2 

76.8 

814 

83-5 

82.9 

D 

82.5 

77-4 

81.9 

84.0 

83.2 
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APPENDIX IV 

IXDEK NUMBERS OE WHOLESALE PRICES (car,!.) 

, rRODVCT^ OTOERTHAN THOSE ORir-lNATlSG ON AMEJHCAN FARM 

TJniv' R?.\V. 

ptoiicers' consumers' total PlX)ce^se^ 


tp'5 

*> 

P 

Af 

M 

J 

; 

S 

O 

A* 

D 

Jpx6 

J 

F 

M 

A 

M 

J 


S2.5 

Ss.s 

52.0 

?2.t 

S2-4 

52.1 
S2^ 
Se^ 
S'S-o 

55.1 

? 5-0 

Cv o 

56.0 

S6.X 

??-5 

55.1 
S5.1 


«o-i 


Si.i 

S4.6 

S5.0 

5S-9 

53-7 

S<;.e 


55-5 

S54 

S5-5 

S5.6 


00/ 


Total 


FPS-? 

J 

F 

Af 

S1.7 

Se.o 

52.0 

83.0 

78.S 

80.9 

Si.i 

7 S -7 

8x4 

81.9 

8X.9 

Se.3 

? 5-3 

? 5-3 

?54 

85.6 

84x1 

84.3 

84X: 

84.5 

Af 

S 5-3 

•-«- Cl 

* i 

82,7 

83-3 

83.9 

84.7 

.7 

S3.0 

7^-5 

'^“*0 


84.6 

J 

A 

s 

0 

X 

D 

S5.1 

Se.Q 

52.5 

52.6 

824 

S2.S 

80.7 

Si:.S 

83^ 

?34 

SS-2 

§ 3-3 

82.8 

82.8 

82.9 

82.9 

82,6 

82a1 

^"34 

R- «> 

83.0 

85.0 

83.0 

S4.8 

S4-3 

84.3 

84.3 

Sw*2 

SU.i 


Cc* c* 

82.5 

? 4-7 

84.0 

82.0 

82.3 

81.7 

80.9 

?44 

84.3 

53'7 

83.3 

79-7 

8.14 

83X: 

754 

80.0 

84.? 

? 5-5 

734 

8xx: 

5=53 

83.9 


8x^ 

83.0 

83.8 

Tr >'5 

~ 1 c« 

8X.3 

83.0 

83.8 

* "S*** 

81.3 

84.8 

? 3-7 

75-4 

73-8 


S4.9 

C— 0 

83-9 

S4.8 

:6.s 

$4.0 


8 > - 

t 

-3.3 


?:,.i 



Rt.o 

S5.1 

S3.0 

Sa.q 

sl.s 



538 PRICES IN RECESSION AND RECOVERY 

INDEX NUMBERS OF M7IOLF^ALE PRICES (cont.) 


YEAR OR 

t 

FOODS 


/ 

— N'ON'-FOODS— 

5 

MONTH 

Raw 

Processed 

Total 

Raw 

Processed 

Total 

N 

62 

J »5 

>77 

82 

.}21 

503 

19^9 

100.0 

100.0 

100.0 

lOOX) 

100 X) 

100.0 

19-, 0 

87.G 

9' -7 

89-.3 

86.5 

93-3 

91.2 

J931 

CG.7 

77-3 

72.0 

70.9 

83-0 

79-3 

tr,z 

5!.l 

CG.O 

.38-5 

63-9 

77-2 

73-1 


52.6 

C5.,} 

58-9 

GS-} 

79-8 

76-3 

‘9)4 

C }.5 

7G.} 

7«-3 

79-3 

86.7 

85-3 

‘9)5 

i /•“ 

89.G 

to 

00 

79-5 

83-7 

■ 83.9 

‘9-9 

J 

9 ' 5-3 

100.8 

99.G 

JOI .2 

101.1 

101.2 

F 

9®-3 

100.1 

99-3 

101.2 

100.6 

100.9 

M 

99-3 

100.2 

99-7 

102.7 

100.8 

101.3 

A 

99-3 

99.G 

99-5 

lOO-J 

100.9 

100.8 

AI 

97 -» 

98-7 

97-9 

99 -> 

100.6 

100.2 

] 

9 S -5 

99.1 

93.8 

100.1 

100.6 

100.5 

J 

102.} 

102.3 

102.3 

100.0 

100.2 

100.1 

A 

' 03-7 

102.8 

103.2 

100.2 

99-7 

99-8 

5 

* 03-3 

102.1 

I02f> 

100.} 

99-7 

100.0 

0 

lOI^t 

100. 1 

100.7 

99-7 

99-7 

99-7 

X 

9'?-5 

97 -<j 

98 .> 

97-5 

99 -' 

98.7 

D 

9?-0 

97 -i 

98-0 

97-0 

983 

98-3 

‘9)0 

J 

97-3 

97-0 

97-3 

9G.2 

97-7 

97-3 

F 

95 -S 

95-9 

93-9 

95-2 

97-3 

96-3 

M 

92.8 

93-3 

g 5 > 

ge.G 

95-3 

95-3 

A 

93-0 

93-5 

95-5 

91-9 

95-9 

94-7 

iM 

90 .6 

93-5 

92X1 

90.0 

93-8 

95-0 

J 

83.1 

gi.G 

89.7 

86.9 

91-3 

92.0 

J 

32.8 

83.9 

85-8 

8 .}. 9 

93-0 

90-5 

A 

8-H 

QO.O 

87.2 

83-5 

gi.8 

89.3 

S 

85-9 

91.0 

83 .} 

82.3 

91.2 

88.5 

0 

8.S.1 

89-7 

86.9 

80.5 

go.i 

87.2 

X 

80.2 

8G.9 

CO 

79-0 

89-5 

86.2 

D 

76X) 

85.1 

80.} 

77-8 

88.3 

85-I 



APPENDIX lY 

INDEX NUMBERS OF AVHOLESALE PRICES (cout.) 


539 


I FOODS V t NON-FOODS- 


MONTH 

Raw 

Processed 

Total 

Raw 

Proces-sed 

Total 

jpjj 







V 

73 -S 

S 3-7 

7S.7 

77-3 

S6.S 

SS -9 

F 

70a: 

Sl.q 

75-9 

77.2 

86.0 

ss-s 

M 

70-1 

Sr.5 

75 -S 

75-3 

S 5 -S 

S^'.s 

A 

70-1 

So.o 

75-1 

72-9 

S 4 -S 

80.S 

M 

6S«3 

77-1 

72.6 

71.2 

83.S 

79-9 

J 

66.S 

75-9 

7 '-3 

694 

82.9 

7S.8 

J 

C6.1 

76.2 

71.1 

694 

82.7 

7S.6 

A 

65.S 

76,2 

71.0 

68.5 

82.7 

784 

S 

^ 3-9 

7 r .-3 

69.3 

68.2 

$2*2 

77-9 

O 

62.7 

Ta-i 

68.8 

67.0 

814 

77 -» 

N 

62.2 

744 

68.1 

67.7 

81.2 

77-1 

n 

59-3 

72.1 

65.6 

66.9 

79 -S 

75-9 








J 

56. i 

69.7 

62.S 

6G.5 

79-0 

75-2 

F 

r>3-» 

6S.2 

60.5 

66.0 

7^-5 

74-7 

M 

r. 2-7 

C 3.3 

60.3 

64.9 

7S4 

74-3 

A 

r. 2-3 

66.8 

r .94 

63.S 

78.3 

73 -S 

M 

r,o.2 

65.0 

iu-b 

62.6 

774 

72-9 

] 

30.0 

6-1.1 

r. 7 -« 

61.3 

76.9 

72.1 

J 

r 0 <» 

66.1 

r> 9 .> 

61.8 

76.2 

71-9 

A 

5* -9 

66.8 

393 

t* 3-9 

7**-5 

72.6 

S 

51 -9 

6G4 

59 -f> 

65.2 

7G.9 

73-3 

O 

49.6 

6.1.6 

57 « 

64.2 

76.0 

73-0 

.V 

4S.7 

d 3-9 

56.1 

63-2 

75!-.3 

72-3 

D 

• 15'7 

62^ 

33 !t^ 

fn.o 

73 - 5 ^ 

71-5 

^953 







J 

44.1 

60.3 

52.1 

60.8 

74-2 

70.1 

F 


59-5 

51.1 

39-7 

734 

69.2 

M 

44 '^ 

60,2 

52.3 

60.4 

73 -' 

69.2 

A 

46.2 

61.7 

33-55 

60.2 

73-0 

69.0 


r>t ».9 

64.7 ' 

37-7 

5 * 3-3 

74.2 

70.9 

J 

5 S-S 

f'5.7 

39-7 

67,1 

77-1 

74-1 

J 

6o.r, 

69.8 

65.1 

72-3 

804 

77-9 

A 

r,S.S 

S 9-3 

5 * 3-9 

724 

S3.8 

S0.5 

s 

0 

dC-2 

69.2 

69.0 

63.6 

62.5 

74-9 

76.2 

?54 

86.1 

$2 .2 
S3.1 

N 

564 

68,5 

62.5 

MW c* 

/ i'O 

86.0 

?5S4 

D 

55'5 

66.5 

61.0 

78.0 

86.2 

S 3-7 
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INDEX NUMBERS OF WHOLESALE PRICES (cont.) 



e~“ — 

rooDS 

n 

t 

’•“NON-FOODS— 


MONTH 

Raw 

Processed 

Total 

Raw 

Processed 

Total 

^934 

J 

57-9 

68.6 

63.1 

78.1 

87-3 

84.5 

r 

59-9 

71.6 

65.6 

79.2 

87-5 

85.0 

M 

59-6 

72.8 

66.0 

79-3 

874 

84.9 

A 

58^ 

72.1 

65.0 

79.0 

87-3 

84.9 

M 

58.G 

73-3 

65.8 

79-3 

87.7 

85.1 

J 

02. 9 

Id'I) 

C9.0 

79.6 

87.2 

84.9 

] 

G.}.2 

78-3 

70.2 

80.0 

86.6 

84.6 

A 

C9-3 

79-9 

7*1*5 

80.2 

8G.3 

844 

S 

72-3 

82.4 

77-2 

80X) 

86.2 

844 

O 

70.J 

So.C 

75*3 

79-5 

86.0 

84.1 

A’ 

G9-7 

8t.i 

75*' 

79-5 

85.G 

83-7 

D 

/ • — 

82.2 

76-5 

79-0 

85.5 

83.6 

‘935 

J 

75 C 

86.1 

80.7 

79.6 

85 -1 

83-6 

r 

Ti-Z 

&3.8 

83.0 

79-3 

85*1 

83-3 

M 

78.. 

8gx» 

83-3 

77-9 

85*1 

82.9 

A 

80.0 

90.9 

85-4 

78X) 

85-0 

82.9 

M 

79-« 

90-3 

84. 6 

78.5 

854 

83.3 

] 

77.2 

88.3 

82.G 

78.6 

85-9 

83-7 

J 

75-2 

88.0 

81.5 

78.9 

85-8 

83-7 

A 

77- ‘ 

90.5 

83-7 

78.6 

85-8 

83.6 

S 

77*5 

gi.8 

84-5 

78.3 

85.8 

83-5 

O 

76.5 

90.8 

83.6 

S0.0 

85-9 

84.1 

X 

74.8 

9<’-3 

82.5 

82.1 

86.5 

85. J 

D 

75** 

9'-5 

83.2 

82.0 

86.5 

85-I 

‘93^ 

J 

75-G 

89-3 

82.4 

82.1 

86.3 

83.0 

F 

76-3 

88.1 

82.1 

824 

86.1 

84.9 

M 

74-2 

85.1 

79-5 

824 

85-9 

84-9 

A 

74-5 

85-0 

79.6 

81.8 

86.0 

84.8 

M 

73-2 

81.7 

77-3 

81.2 

85-9 

84.5 

J 

lo'l 

82,2 

78.9 

81.6 

85-9 

84.6 



APPENDIX V 

INDEX NUMBERS OF '^VHOLESALE PRICES 
OF SIMIRMR GOODS 
IN R.A'W AND MANUFACTURED STATE 

1913-1935 


Consmjcied by the National Bureau of Economic Researdi. For certain 
commodity groups use has been made of group index numbers and \reights 
of the U. S. Bureau of Labor Statistics. (For classification of commodities, 
see the stipplementary note to tlris table.) 
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-AJPPEXDIX 


Cotton goods 

1Q13-S6: ‘Cotton goods'; less ‘Cot- 
ton jTirns' 

‘Cotton goods', cotton 
rope, cotton tliorad, cotton twine, 
cotton blankets, pillow cases, 
sheets, table cloths: less ‘Cotton 
Ntims' 

Cotton T.’arns 

1013-33: Cotton ^■anis ^3^ 

Cotton raw 

Cotton (3) 

Woolen and worsievi goods 

1913-26: ‘Woolen and woistctl 

gvxids', less ‘Woolen y.inis' 
1926-35; ‘^\'lX'len and worstevl 

goods', woo! blankets: less 
'\\'‘oo]en yarns' 

Woolen a'arns 
^9*3~;v5t \\'oolen yams (3! 

Wool, raw 
» 9 ' 5-55: "Wool (9) 

Silk hosiery- 
1913-26: Silk ha«e (i) 

1926-53: Silk hose {2) 

Silk ram 

1913-26: Silk, spun {3! 

1926-33: Silk, spun vS^’ 

is) 

Silk, raw 

^9iS-S5: Silk {4I 

Boots and shoes 

’ 9 * 3 ~S 5 ' 'Boots and shoes' 

Other leather produas 
1913-35; ‘Other leather products' 

Hides and skins 

1913-35: ‘Hides and skins' 

Petrolenin products 

1913-26: ‘rctrolenra prvsrncts'. (o'i- 
inder oil (2). lubricating oil \,2l: 
less Teiroleuni. crude' 


549 

1926-35: ‘Petroleum products’, cyl- 
inder oil. lubricating oil. (2), 
benrine; less Tetroleum. crude' 

Petroleum, crude 

1913-35; Petroleum, crude (3) 

Agriailttiral implements 
1913—26; ‘Agriciiltuial implements' 
1026-35; ’-kgricultural implements': 
less foi'ks, hoes, hand rakes, 
shovels, spades 

Simple processed iron and steel 
1013-26: ‘Iron and steel'. lesLS 'Pig 
iron', iron ore (2). steel scrap 
1926-35; Angle bars, bar iron 
bars (4). steel billets, bolts ^jV, 
butts, castings, pipe ttP- 
plates, steel rails, rivets (2). rods, 
sheets (3!, skelp. spikes, strips, 
smtctural steel, temeplate. tie- 
plate, tin plate, \rire (4) 

Pig iron 

1913-26; Pig iron ^6) 

1926-35: Pig iron 

Iron ore and coke 

1913-35: Iron ore (2). coke (2l, 
steel scrap 

Copper produas 

1913-26; Copper sheet, copper wire 
1026-33; Copper sheet, copper wire, 
copper ro.is 

Copper ingots 

1913-33: Copper ingots 

Lead pipe 

Lead. p:g 

i 9 ’ 5 ~ 55 t Lead, pig 

Line, sheet 

1013-33: Zinc, sheet 

Zinc, slab 

1915-55= Zinc, slab 



PRICES IN RECESSION AND RECOVERY 


Fertilizers, mixed 

1913-35: ‘Fertilizers, mixed’ 
Fertilizer materials 

1913-35: ‘Fertilizer materials’ 
Automobile tires 

1913-35: ‘Automobile tires and 
tubes’ 

Rubber, crude 

1913-35: ‘Rubber, crude’ 

Linseed oil and meal 

1913-35: Linseed oil, linseed meal 
Flaxseed 

1913-35: Flaxseed 


Paper 

1913-26: Newsprint, wrapping pa- 
per 

1926-35: ‘Paper and pulp’; less 
‘Wood pulp’ 

\Vood pulp 

1913-26: AVood pulp (2) 

>926-35: Wood pulp (4) 

Tobacco products 

1913-26: Tobacco, plug, smoking 
1926-35: Cigars, cigarettes, plug, 
smoking, snufl 
Tobacco, leaf 

1913-35; Tobacco, leaf 



APPENDIX VI 


PHYSICAL OUTPUT, PRODUCTIVITY, SELLING 
PRICES AND PRODUCTION COSTS, MANU- 
FACTURING INDUSTRIES OF THE 
UNITED STATES, 1914-1933 

(AU price and cost 7ucasurcmcnts relate to chavges 
per utiit of product) 



PHYSICIL 




COST OF 




VOLU.ME 

OITTPUT 



FABRia\- 


Ol'ERHEAD 


OF FRO- 

TER lY.lGE 

SELLING 

COST OF 

TION PLUS 

L.YEOR 

COSTS PLUS 

YEAK 

nUCTION 

E.\RNFJt 1 

PRICE 

M.\TERL\LS 

PROFITS 

COSTS 

PROFITS 

ZOt^ 

lOO.O 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

rprp 

129.5 

105.1 

204.0 

201.9 

20 CJ .0 

205.2 

212.6 

xgii 

104.5 

105.9 

160.7 

155-5 

17S.S 

195*7 

15®*5 

19:3 

i 55 ‘S 

121.6 

1 , 59-2 

152.8 

17-1*5 

iSi.S 

16S.5 

19-5 

159-.5 

131.1 

158.2 

1 , 55-1 

170.7 

172.6 

16S.6 

1027 

163..3 

156.6 

148.2 

141,1 

164.S 

16S.5 

161.5 

1 02 9 

184.4 

I.4S.6 

1 - 45-2 

155-7 

166.5 

156.7 

172.1 

it)Si 

138.1 

146.7 

112.6 

99-S 

140.0 

1.56-7 

1414 

^933 

1 = 7-5 

i.^ 4 -S 

95.3 

^5-5 

120.3 

117.0 

121.6 


1 Because of pronounced dianges in average \rorking hours after 1929, an 
index of output per trage earner is not an accurate measure of clianges in 
producimty for tlie period 1929-33. Folloiving are measurements of output 
per man hour worked; igeg, 100; 1931. 113: igSS* 
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^■OLU^rE OF PRODUC-TION OF RAW MATERIALS 


InhivX NuMnr.RS. 




/oro 

SOXl 

-fp.'- 

rorr 

10^4 

.'o;x 

As;naiUnnrl jnx'diiction i 

too 

lOO 

UV' 

99 

pG 

93 

9* 

.\H civps 
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oS 
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95 

55 

**w 
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Ep 
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pi 

pd 

9* 

tki 
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j 00 
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lixi 
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UX 1 
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97 

xxo 
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"5 

!^7 

?7 

65 

•»<* 
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tvX' 
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U\'> 
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103 
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107 

u 6 


Dairy puxlncts 

tOv> 

lOl 

10 { 

10 { 

HM 

KM 

101 
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n\> 
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99 

UV) 

pG 

95 

Mincr.it pnxlnction - 
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Ep 

7.5 

0 : 
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{ i 

Metals 

uvt 

Eo 


55 

5.5 

4'- 

M 
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uv> 
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50 

44 

5' 

5 s 

Coal aiul eras 

too 

9* 

77 


EE 
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99 
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Es 

oT 

5^ 

4!> 

49 

00 
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59 
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*' luiU'X j\innl'ei> ol' tl\c lUnxMii of .\s:viaiUun»I Economics. 

- Index numbers constrnetcxl bv ibc Xationtil bnrr.in of Economic Rcsc.rrch. 
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employment and pay rolls more comparable than tliose available 
for all manufacturing industries are to be had. 

A revised inde.K of the cltange in volume of production for all 
manufacturing industries from Feb ruarj-M arch to June-July 
1933 ■"’‘■IS derived on the assumption that output per man hour 
changed in all industries, over this period, at the same rate as 
in the group of 15 industries. A second, independent revision 
^^•as made on the assumption that labor cost per unit of product 
changed at the same rate in all manufacturing industries as in 
the smaller group. (In making titese corrections, reduced weight 
was given to automobiles and cotton textiles, among tlie 15 in- 
dustries, because of peculiarities of tlieir behavior during tlie 
recover)-.) The final conection, which indicates an advance of 
45 per cent in volume of manufacturing production from Feb- 
ruaiy-Marcli to June-July 1933, instead of 57 per cent, as showm 
by the original index, was secured by averaging these two re- 
visions. 

That the assumptions on whicJi this conection is based are 
reasonable is indicated by application of the methods to other 
periods, not affected by the unusual circumstances of early 1933. 
From Februaiw-March 1933 to April-May 1935 an increase of 48 
per cent in the output of manufactured goods is shown by the 
general index; an estimate based on the above methods indicates 
an increase of 49 per cent. From FebruaiT-March 1933 to Feb- 
ruar)-March 1936 an increase of 58 per cent is shotvn by the 
general index: an estimate based on the above metliods indi- 
cates an advance of 59 per cent. In the present study conection 
was made only for the period February-Mardi to [une-July 1933. 

Nit 7 nber employed and pay rolls: Index numbers are constructed 
by the United States Bureau of Labor Statistics. The basic data 
are supplied by representative establishments in go important 
manufacturing industries of tlie countiy. For December 1935 re- 
ports were received from about 24,000 establishments employing 
more tlian 4 million ivorkers, whose iveekly earnings -were about 
go million dollars during tlie pay period ending nearest tlie 15th 
of the month. The emplo)'nient reports received cover more than 
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50 per cent of the total ■w'age earners in all manufacturing in- 
dustries of the country. The three-year average, 1923-25, equals 
100. (Bulletin No. 610, “Revised Indexes of Factory Eniplo)'nient 
and Pay Rolls, igig to 1933”, United States Bureau of Labor 
Statistics, pp. 2, 4; and Monthly Labor Rcvicui, December 1935.) 

Ax>cragc hours xoorked per xvech: The index numbers are con- 
structed from data compiled by tlie United States Bureau of 
Labor Statistics. The reports come from a smaller number of 
establishments than are coi-ered in the montlily sun-ey of manu- 
facturing industries, for not all reporting establishments furnish 
man hour information. The figures are presented for onl)’ those 
manufacturing industries (87 in Decembei' 1935) for idiicli avail- 
able information coi’ers at least 20 per cent of all tlie employees 
in tlie industry. 

Prices: Index numbers are computed by the National Bureau of 
Economic Researdi from ivholesale prices compiled by tlie 
United States Bureau of Labor Statistics. The weighted index for 
manufactured goods includes 536 price series (see Appendix III). 
The average for die year 1929 is used as base. For the diree 
earlier periods an ai’erage of die index numbers of die ivholesale 
prices of semi-manufactured and finished goods, consti'ucted by 
the United States Bureau of Labor Statistics, was used. In aver- 
aging, diese ivere iveighted 1 and 6, respectively. 

For die present purpose the base of eacli of these index num- 
bers has been shifted to February-Marcli 1935. 

The index of changes in gross income is the product of in- 
dexes of changes in physical volume of production (number of 
units produced) and in average selling price per unit. Thus, in 
deriving die gi'oss income index for June-July 1933, on February- 
Marcli 1933 as base, we have 

X.45 (production index) x 1.09 (price index) = 1.58. 

In die tables these ineasurements are given in relaui'e, radier 
than in rauo, form. 

The index of total cxnploytncxU (man hours) is die product of 
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indexes of number of %vage earners employed and of average 
number of working hours per w'eek, per person. 

The index of average output per wage earner is secured by 
dividing the index of physical volume of production by the index 
of number of wage earners employed. 

The index of average output per man hour is secured by di- 
viding the index of physical volume of production by the index 
of total employment (man hours). 

The index of average earnings per wage earner is secured by 
dividing the index of total wage disbursements by the index of 
number of wage earners employed. 

The index of average hourly wages for the period 1933-36 is 
secured by dividing the index of total wage disbursements by the 
index of total employment (man hours). We should note that 
a change in average hourly earnings may result from an actual 
change in wage rates, or from a shift in the relative proportions 
of men working at different rates, in the total labor force. An 
increase in the proportion of men receiving relatively high 
v.’ages will raise the average, of course, without any modification 
of wage rates. 

The index of average hourly wages for the period 1929-33 is 
obtained directly, by splicing the hourly wage index of the 
United States Bureau of Labor Statistics at 1932 to that of the 
National Industrial Conference Board, which covers the period 
1929-1932. It should be noted that mutually consistent measure- 
ments relating to hours, hourly wages and average earnings per 
worker from 1929 to 1933 arc not available. Different samples 
must be employed in the derivation ^of these measurements. 

The index of average labor cost per unit of product is secured 
by dividing the inde.x of total wage disbursements by the index 
of physical volume of production. 
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COMPARISON OF INDEX NUMBERS DERIVED FROM 
MONTHLY DATA OF MANUFACTURING OPERA- 
TIONS WITH INDEX NUMBERS BASED ON 
RECORDS OF THE CENSUS OF 
MANUFACTURES 

Supporting ei'idence that die measurements given in die pre- 
ceding pages are representadve of die general moi’ements occur- 
ring in manufacturing industries of die United States is fur- 
nished by a comparison, by Census periods, of index numbers 
derii'ed from die mondily series here utilized with index num- 
bers based direct!)' upon much more comprehensi’s’e Census 
records. (See page 558.) For employment and pay roll statistics die 
series compared are not independent, prior to die 1931-33 period, 
since die mondily records of die Bureau of Labor Staustics have 
been, adjusted to biennial Census records. This process of adjust- 
ment helps, of course, to validate die measurements for die earlier 
periods, ivliich aie gii’eii in die text. 

In only four of die comparisons aie there notable differences 
betiveen die measurements di'aivn from Census records and diose 
derived from mondily observations. Of diese, tivo are of some 
concern in die present study. The mondily data on employment 
shoiv a someiriiat greatei' diange, from 1931 to 1933, dian do the 
more broadl)' based Census measurements. (This same condi- 
tion. it may be noted, is found in die production records over 
times of rapid diange, as from 1929 to 1931.) Again, the 1931-33 
decline in realized prices, as defined by die Census records, ap- 
pears to have been greater than die dedine in the quoted prices 
collected by the Bureau of Labor Statisdcs. 

It is difficult to gauge die possible effects of diese condidons on 
the measurements relating to die 1933-35 recover)'. The gi-eater 
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necessarily excluded from sucli compilations. A aunpaiison of 
Census i-eands tritli averages of tinconecied inontlilv figmes in- 
dicates that the negative bias is probably ilie more important, 
for emplopnent and pay rolls. This 'sronld mean that the ad- 
vance lecorded in tlie various tables understates the actual ad- 
rance of these series in 1955-55. Sudi bias as is piesent in the 
monthly production figures probably rvorks lorrards an over- 
statement of the actual advance, because of the greater steadiness 
of the total. As I'egards prices, hotvever. it is probable that actual 
i-ealited prices have risen somewhat more rapidly than the 
quoted prices indicate. 

In genetal, the above comparison of the two sets of basic data 
confirms the accuiacy of die measurements based on monthly 
I'ecords. The fluctuations in the monthly records are pixibably 
iv'ider (with the exceptions noted) thati those that nould be 
found in moi-e broadly based index numbei's. but the general 
directions of movement and the relations among the diileient 
measurements are definitely similar. 



the greatest turnover has been chosen” (Monthly Bulletin of 
Statistics, December 1935, p. 576, note). 

The exchange rates used by the League of Nations for certain 
countries that have established exchange control are based upon 
official quotations. Some transactions for these countries, how- 
ever, are effected at lower ‘free’ rates. In 1934 and the first part 
of 1935 the free market tended, in several countries, to gain in 
importance relatively to the official market, owing to a relaxa- 
tion of control. In many countries it is impossible to determine 
the relative importance of official and free markets. 

A comparison of the free (or special) and official exchange 
rates of certain countries follows: (Statistical Year-Book of the 
League of Nations, 1935-36, pp. 234-7). 


VALUE OF CURRENCIES IN DECEMBER 1935 AS PERCENTAGE 
OF GOLD PARITY IN 1929 



OFFICIAL KATK 


si'ECiAL rati; 

Argentina 

46.0 

38.1 

■'Free” 

Bolivia 

38.3 

9-9 

"Export” 

Brazil 

41. G 

27-3 

"Free” 

Chile 

24.9 

IQ.0 

"Export draft” 



18.6 

"Free” 

Colombia 

34.8 

32.6 

"Free” 

Costa Rica 

34.8 

34.6 

"Free” 

Uruguay 

46,1 

26,0 

"Free” 

Germany 

100.2 

63-0 

“Registermark” 



61.9 

"Reisemark” 



36.1 

“Kreditsperrmark” 



24.0 

"Effektensperrmark" 
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The following table (from the Slalislical Year-Book of the 
League of Nations, 1935-36) gives the dates of the principal 
measures affecting exchange rates. 
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of control 

of control 
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Albania 

. . . 

. • « 

. . • 

. . . 

. . . 

Argentina 

17/X11/29 

•3/ X/31 

. . . 

xi/29 

. . . 

Australia 

i7/xn/29 

— 


111/30 

• . . . 

Austria 

5/ iv/33 

9/ X/31 

VI/35 

ix/31 

♦30/ iv/34 

Belgium 

30/111/35 

18/ III/35 

26/IV/35 

111/35 

•31/ 111/35 

Bolivia 

=5/ IX/3t 

3/ X/31 


111/30 

31/111/30 

Brazil 

. . « 

18/ V/31 


xii/29 

• M > 

British Malaya 

21/ IX/31 

. . . 


IX/31 

. . . 

Bulgaria 
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•5/ X/31 



• > • 

Canada 

>9/ X/31 
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Chile 

20/ IV/32 

30/VII/31 
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Ciiinu 

. . . 

9/ IX/34 


. . . 
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Colombia 

25/ IX/3I 
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1/32 

* 1 ■ 
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•0/ 1/32 
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• > . 
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2/ VI/34 
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Ecuador 
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VI/32 
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Egypt 

21/ IX/31 
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Finland 
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. . . 


Greece 
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IV/32 
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. . . 

. . . 


IV/33 


Honduras 


27/ III/3.1 


IV/33 


Flong Kong 


9/ XI/35 




Hungary 
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17/ VII/31 




India 

21/ IX/31 



IX/31 


Iran 


25/ n/30 

1/ 111/36 

30/ V/33 



Irish Free 

State 

26/ IX/31 



IX/31 

... 

Italy 

, . . 

26/ V/34 

. . . 

III/34 
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COUNTRY 

Japan 
Latvia 
Lithuania 
laixcml)uvg 
Mexico 

Netherlands 
Netherlands 
Indies 

New Zealand 
Nicaragua 
Nortray 
Palestine 
Panama 
Paraguay 
Pern 

Philippines 
Poland 
Portugal 
Roumania 
Salvador 
Siam 
Spain 
Sweden 
Swit7.erland 
Turkey 
U. S. S. R. 
Union ot 
South Africa 
United 
Kingdom 
U. S. A. 
Uruguay 
Venezuela 
Yugoslavia 
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STANUARU 
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Rl 
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2t/ IR/ 3 ' 


i-l/ ^ 73 - 
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13/ NI/3t 
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9/ 


N/ 3 > 
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29/ lX/31 


28/XIT/3S 
21/ IX/si 

fi/in/ss 

xn/s 9 


26/ 

11736 

21/ 

X/e2 

» 7 / 

173= 

1 

•111/33 

18/ 

V/Si 

26/ 

11/30 


6/ 

7 / 


111/S3 

ix/;u 


7/ Vs' 


X/: 


XII/ 


111/35 

Vlll/31 


intro- 
duction 
or A NUW 
GOl.D I'ARITV 


1/ lV /35 


12/1^1/: 


11730 

1 / 3 = 

IR/S' 

IX/ 3 » 

lV /33 

Xl/eg 

V/ 5 = 

lV /33 

X/SV 

V 11 /S 5 

X/31 

Vl/32 

1920 

IX/SI 

i 9'5 


I/S3 

lX/31 

11735 

117=9 

IX/so 

Vll/ 3 = 


•1/ 11736 


•31/ 1/31 


* Pixivisional parity. 

Since .1,0 da .0 ot goW 

the Ncihcvlaiids and STvnizeiiana p 

standard. 
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